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INTRODUCTION 


I have thought many times about the utility of 
adding one more book to the literature on Nehru. 
May be it is highly presumptuous on my part to 
attempt to write the guidelines of Mr. Nehru who 
had acted in a multi-sided way in the panorama of 
Indian history for the last 17 years. But I have my 
own reasons in defence of my decision to present 
this study before the public. The memory of Mr. 
Nehru and the impact of his work in various fields 
have impelled me to write what I feel about him not 
solely as a humble citizen and an ardent admirer, 
but also as a member of the Administration. In 
my view India was singularly blessed by the ap¬ 
pearance of such a dynamic pei’sonality as Mr. 
Nehru and his continuing in office for a long period 
of 17 years after freedom. These were the years 
when one like me witnessed his performance inside 
and outside Government in the vast concourse of 
events both national and international. Ihere have 
been many occasions for success, equally many 
occasions for regret, during the last 17 years. It 
could be argued that the decisions that were taken 
were not by one individual but they were collectively 
taken and the sole credit should, therefore, go to the 
group rather than to a single individual. These 
arguments have, no doubt, some validity but in the 
long perspective of things the major decisions that 
took place bore the impress of Mr. Nehru to a 
greater degree than any body clse’s. So, I soon 
found that my original attempt to trace only decisions 
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, • o- lo Mr. Nehru proved sometimes a 
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being a towering personality could have avoided 
many such portents of evil. In the short distance of 
time and in the ever present contemporary nature of 
some of these problems we are apt to acquire a short 
term perspective instead of taking a long term view of 
things of sonic of these problems. Because they are 
essentially short term in implications, the remedies 
have also to be of a short term character and these 
problems, though they may appear to be very impor¬ 
tant and pressing in the immediate present, have 
been omitted from the survey of this book. 

I have remained in Delhi in Central Service for 
the last 23 years and have had opportunities for 
closely watching the activities of the late Prime 
Minister, Pt. Jawaliarlal Nehru with a keen interest 
and ardour. The memory of such a great person 
should be treasured by what I consider to be a feeble 
effort of a Government servant suffering from limi¬ 
tations of time and other equipment necessary to 
deal with such a big person and a big theme of the 
subject. If I have in any measure succeeded in 
bringing out the conflicts in his mind and the strains 
and stresses imposed in the climate in which he 
worked with singular zeal and with a number of 
institutions and personalities hovering around a 
single person as the ‘Man of Decision’, I feel I have 
done my work and have done a worthy job of it. 

By way of acknowledgment I must express my 
deep gratitude to a number of persons whom I can¬ 
not individually mention, and their writings and also 
to the speeches and writings of Gandhiji, Jawaharlal 
Nehru, RajenBabu, Dr. S. Radhakrishnan and a host 
of many other distinguished men of our contemporary 
times. I have also benefitted immensely from the writ- 
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INDIA BETWEEN 1947 AND 1964 
THE SEARCH FOR MR. NEHRU 


Millions of words have been spoken and written 
of Mr. Nehru. He was the chosen man of Gandhi, 
and perhaps of God, to guide the destinies of India 
for a period of 17 yeai's since India attained Indepen¬ 
dence. To the Indian and the foreigner, and to 
posterity, the role of Nehru in this momentous period 
of Indian history is something unique. In fact, after 
Gandhiji’s death, in January, 1489, the governance 
of the country by Nehru came almost on the brink 
of a single man’s rule and the world waited to see 
whether he would stick to the ideals which he had set, 
before him and for which he had burnt himself in 
dedication before the attainment of freedom. 

It is necessary to understand the historical pers¬ 
pective at the time of India’s independence. Shat¬ 
tered by the World War II, the process of re-building 
and reconstruction of man, his heart and mind and 
his environment, was set in motion everywhere in the 
world. In Europe, the fabric of society had been 
crushed and the peace hungry peoples of Europe 
were groping in darkness to find out rays of amity and 
friendship between one nation and another. Massive 
economic aid was initiated by the benevolence of 
U.S.A. and the process of reconstruction was revived 
and accelerated. In the Far East and Africa the 
surge for freedom against colonial domination was 
rising and there were open protests against the White 
supremacy and against their discrimination on the 
basis of colour, creed and race. Alongside with the 
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reconstruction of the environment began the process 
of rehabilitation of man as a human being. It was 
compassionately realised that man was born to live 
and let others live j and that the beast in him should 
be subordinated to the refined elements in him. 

At this time of world history India got indepen¬ 
dence. It was on the 15th of August, i 947 \ that the 
three centuries of foreign domination of India came 
to an end. Yes, the foreign rule came to an end 
with what great liabilities and aireals in human 
progress, mental, physical, economic and social 
backwardness. The partition of the country into 
Pakistan and India (Bharat) had left a deep car on 
the face of India with a crore of Indian population 
leaving Pakistan in the eastern and western borders 
in desolate hurry to safeguard their life and security. 
Internally, there was a breakdown of the law and 
order situation generated out of fear and distrust 
among the Muslim and non-Muslim sections of the 
society, and this situation was handled with firmness, 
thanks to the leadership of Mr. Nehru and Mr. Patel, 
Gandhi, C. R. and Maulana Azad and the efficiency 
of the Services. 

The rehabilitation of the population was colossal 
in its dimensions requiring solution from an entirely 
humanistic angle. It involved the straining of 
resources, both men and material, to the utmost. A 
separate Ministry was created to look after the prob¬ 
lems of the refugees and the properties left by them 
in Pakistan. 

The leaders realised that no single step should 
be taken to loosen the bonds of the unity of India 
and the Governmental machinery. The setting up 
of the Constitution making body, which transformed 
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itself into the normal legislature of the country at 
other times for enactment of statutes to carry on the 
clay-to-day administration, was the next step towards 
directing the energies of the new India into the build¬ 
ing task. The framers of the Constitution, especially 
the Drafting Committee and the members at large, 
had approached this problem with a singularly 
compassionate heart and improved on the situation 
by adopting various checks and balances found suit¬ 
able to the peculiar political and social conditions 
in India. 

The climate of harmony among the different 
sections of the population required the majority 
community to be generous and to some extent allow 
themselves to deny their rightful share in the privi¬ 
leges so that there might be a guarantee to the fear- 
ridden minorities for their safety and security and 
welfare and the dignity of their role in the body 
politic. A sense of confidence had to be created and 
the Christians, Muslims, Sikhs, Anglo-Indians and 
the diverse minorities and the faiths had to be per¬ 
suaded to receive a fair deal in the ; r aspirations. To 
the credit of the Sikhs and Christians, and due to the 
dexterity of the handling of the situation by the late 
Sardar Patel and Gandhiji, the minorities themselves 
came forward to drop their reservations and accept 
a fair chance at the hands of their brethren. This 
removal of distrust and promotion of understanding 
could not have taken place without the personal 
leadership of Gandhi, Nehru and Patel. The aboli¬ 
tion of seperate electorates, the abolition of reserva¬ 
tions for the minorities in the Constitution, a 
willingness to take a chance in the political and 
economic ordeals of the life in the country, was the 
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first surest step towards preserving the communal 
harmony in the country. If this had not been done, 
today we could not have seen Zakir Hussain, 
Dr. Cherian, Jag Jiwan Ram, Kakkan, Sanjeevaya 
and others occupying high positions in the State to 
which they have risen on their own. All this was 
possible because people had great confidence in the 
policy and leadership of Mr. Nehru. 

The framers of the Constitution not only embo¬ 
died provisions of the Fundamental Rights and the 
Directive Principles in the Constitution, but also 
displayed a keen sense of far-sightedness in the futui e 
administration of these provisions which they Re¬ 
garded as the sheet-anchor of the safety and security 
of the minorities. For instance, the nomination 
principle introduced in the Constitution and the ab¬ 
sence of discretion to the President for appointment 
of Governors of the States instead of on an election 
basis enshrined a noble principle that the problem of 
the minorities should be dealt with by a combination 
of mind and heart, by the right choice of a person in 
whom the minorities can have confidence. Again, the 
setting up of the office of the Election Commissioner 
as an independent organ and defining its role in the 
Constitution free from executive control was another 
step taken towards promotion of communal harmony. 
It should be remembered that to this body has been 
transferred the functions of superintending, directing 
and controlling the preparation of the electoral rolls 
and the conduct of all elections to the Parliamentand 
the State Legislatures. This body has been, there¬ 
fore, the fountain base of the Indian democracy. 
Its conduct and performance should be above board. 

The Services are compared to the artery system 
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of modern Government. Without an efficient Service 
apparatus, the writ of the Government cannot run in 
the remote corners of the country. In the British 
days the Services acquired a great reputation for 
loyalty, efficiency and objectivity. There was also 
the implicit obedience arising out of strict discipline 
born of suspicion by the foreign Government itself. 
The main function of the British rule for the last three 
centui'ies had been to maintain law and order. In 
this climate, the Services were fostered with the 
greater emphasis on maintenance of law and order 
than on other functions like developmental functions, 
etc. of the State. 

As soon as the country attained Independence, 
a great strain was imposed on the Services because 
of the immediate and pressing need to maintain 
the balance between law and order on the one 
hand and the developmental functions on the other. 
The Indian Civil Service which constituted the 
core of the Civil Services has often been compared 
in the to an ‘iron bowl’ supplied to the Indian 
leaders prison. Just as the ‘bowl’ was used for various 
purposes by the leaders in the prison, so also 
the Indian Civil Service officers were used for a 
variety of services. Mahatma Gandhi and other 
leaders redefined the role of the Services as 
servants of the people as against their previous 
role as custodians of the law and order situation. 
The officers also accepted the changed character 
of their functions and proved in no way inferior 
to the other sections of the community in 
respect of patrotism and service to the country 
during a critical period following I947 and 
afterwards. 
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The Services were fortified in tlieii lole to play 
a useful part in the country’s development because 
of the assurance given to them initially by the leaders 
and later embodied in the Constitution. The 
creation of tne independent and impartial organi¬ 
sation like the Union Public Service Commission 
safeguarded the interests of the Services and relieved 
them of their just fear in respect of recruitment, 
promotion and disciplinary code of behaviour. In 
a democratic country like India where the leaders 
are liable to be changed by a system of the five year 
period of elections, the frequent changes in the 
Ministerial personnel or their portfolios imposed a 
serious challenge on the utility of the Services to the 
country. The Ministers chosen from the public 
are not generally accustomed to an expert knowledge 
of methods of Government in matters of high finance 
and industry which in modern days have become a 
specialised subject due to fast-moving economic forces 
in the country and abroad; and they needed the 
guidance of expert administrators in matters of 
policy formation and detailed working. In this way 
the Services provided an element of stability to the 
economic governance of the country. In a demo¬ 
cratic federal set-up of a country like India, the 
‘planning’ functions also gave then a new scope for 
the outlet of their energies and many world 
organisations like the United Nations, the World 
Bank, have commended very highly about the quality 
and integrity of the Indian Civil Service officers. 

The Indian Foreign Service, mostly recruited 
from the then existing Indian Civil Service Officers, 
was also started from scratch. It is now a fullgrown 
adult and is able to grow and make its impact in 
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the fields of international diplomacy and interna¬ 
tional trade. 

With the intensification of the Plan schemes, 
there has been a growing need for intensifying the 
expert knowledge of‘economic administrators’. The 
pioblems of trade, high finance and credit control 
and the fostering of industrial growth and manage¬ 
ment of public sector undertakings, require not only 
the expert knowledge but also a continuity in tradi¬ 
tion and outlook. The Services have to preserve 
an all-India character and impart an element of 
stability in the administrative cohesiveness of the 
country and in the enforcement of its writ from 
time to time. The Indian Civil Service officers 
belonged to a compact group of administrators, keen 
and efficient, and were capable of performing as 
many duties as possible. Tlicy rose to the needs of 
the occasion and there was a complete transformation 
of their mental attitude and they placed the service 
motive before themselves in the administration of 
the country. In fact, without the help of these 
officers the administration of this vast country 
in the changed circumstances would have been very 
difficult. The assurance to the Services that their 
rights and privileges would be preserved and later 
this assurance finding a place in the written Consti¬ 
tution of India, was also due to the personal leader¬ 
ship of Mr. Nehru and Patel. 

The principle of one adult, one vote was also 
adopted as the basis of electoral qualification. This 
principle of adult franchise has released the plentitude 
of opportunity for every Indian to whatever sect, 
creed or religion he may beloilg, to attain his rightful 
role in the body politic. To a large extent, it has 


( 8 ) 

shattered the chances of the privileged classes to 
continue to govern the weaker elements of the society. 
To this extent it has strengthened the hopes and faith 
which the minorities and the common people had 
in Mr. Nehru. The rise of Shri Kamaraj and Shri 
Lai Bahadur Shastri from humble beginnings are 
illustrations of the working of democracy in India. 

The adoption of the National Emblem, National 
Flag, the National Anthem, the National Song, the 
National Calender and the National Dress has quick¬ 
ened the process of emotional integration of India. 
The centrifugal forces were to some extent re-asserting 
after the States’ reorganisation on the basis of lin¬ 
guistic principle, but soon it was realised that the 
common language in the shape of Hindi was to 
bind the links together, and towards this end, efforts 
are being continued. 

The planning technique introduced by Mr. Nehru 
for ameliorating the economic and social 
backwardness of the people has helped to complete 
the process of unification of India into a single fabric. 
In fact, the setting up of the Planning Commission 
as an instrument of unifying agency came towards 
the end of February, 1950, that is, a month after 
tne promulgation of the Indian Constitution. But 
during the intervening period, from 194.7 to 1950, 
and again for the first few years after the Republican 
Constitution came into force, the work of centrali¬ 
sation had to be brought into being and initially the 
States were asked to accept the laws passed by the 
Centre in respect of powers to deal with production, 
supp y and distribution etc. of essential commodities. 
In a country like India where the size and the number 
o the population are considerable, and where 
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sufficient production has not been established in food 
and essential goods, the trend towards the Centre 
attracting greater powers from the States in the 
process of integration was not avoidable. In the mo¬ 
dern India where planning will have to be resorted to 
for the mobilisation of resources and effective 
distribution of the produced goods to all levels of 
population and the remote coi’ners such economic 
intervention by the Centre will have to be a neces¬ 
sary concomitant with a view to achieve the economic 
objectives of the Indian Constitution which have 
been embodied in the Directive Principles. If the 
residuary powers, vested with the Centre by the 
Constitution, had been solely relied upon for such 
intervention it would be necessary to justify every 
time for Governmental action and public interest 
would not be served at all times and on every occa¬ 
sion, and many practical difficulties would arise; 
even the period of intervention might be in jeopardy. 
For instance, in respect of schemes like the DVC, 
the Drugs Regulation and many such schemes, re¬ 
quiring uniformity of action and affecting the interests 
of more than one State, the Articles 249-253 of the 
Constitution would have to be invoked and every 
time some co-ordination of action in such matters 
which requires enabling provisions for the Centre 
to interfere in avowedly State Subjects—not to 
speak of the Concurrent Subjects—was considered 
necessary. Obviously, later, to obviate these diffi¬ 
culties, the Planning Commission was set up in 1950 
as an independent body and the link between the 
Centre and the States was forged through the 
National Development Council at which the Chief 
Ministers of all the States were present. 
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A large measure of success attended on Mr. 
Nehru’s efforts of unification of the country as he was 
virtually the head of the Congress Party which con¬ 
trolled ministries in almost all the States for a long 
period. It was thus possible for him, and through 
him for the Ruling Party, to give a new turn and 
accelerate the goal of attainment in the economic J 
growth of the countiy. The discussions in the open 
Party meetings helped Mr. Nehru to get the ap¬ 
proval of the people for Governmental policies which 
also involved changes in the methods of working of 
the Governmental machinery and re-defining the 
objectives of the economic policy of the Government. 

In fact, it was in January 1950, at a meeting of the 
Congress Working Party Committee, that the decision 
was taken to constitute tne Planning Commission. 

The same Congress Party widened the scope of 
the planning to cover the goal of the attainment of 
the socialistic pattern of society as a result of the 
discussions of the Avadi Congress in 1956' Thus, 

Nehru jockeyed on the twin house of Governmental 
machinery and the Party and drew the support of 
the one to fashion the policies of the other. For 
instance, when the planning problems arose he used 
the forum of the National Development Council at 
which the Chief Ministers were present. The 
influence which the National Development Council, 
the Planning body and the Party acquired over 17 
years was in a large measure due to Nehru’s personal 
leadership. In fact, at one of the first meetings of 
the National Development Council in 1952 he stressed 
that all the Chief Ministers bore intimate responsi¬ 
bility for the Plan in all its phases. Thus, he exhorted 
them to look upon every question from a national 
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point of view and at every stage he worked for the 
national consensus and he exhorted the States to work 
under the shadow of that consensus. 

Later, in 1956 and 19G2 and 1965, when India 
was subject to external aggression from China and 
Pakistan, the policy of national unity was put to a 
heavy strain. But the country and the people bore 
the new responsibility with redoubled vigour and 
for the success of meeting these challenges credit 
must be given to the foreign and defence policies 
pursued by Mr. Nehru. Today, the conception of 
nationalism has become so much sophisticated that 
Indians in foreign countries inevitably form a 
national group and hang together for various purposes 
inspite of their internal differences. For instance, 
the Indians in a foreign land would be termed as 
Indians to whatever State in India they might belong 
to.. A status has thus been created for the Indians 
abroad during the regime of Mr. Nehru. In all 
these acts one cannot fail to notice the trend towards 
national unity the seeds of which had been sown in 
Mr. Nehru’s time. 

With the help of the Planning technique Nehru 
wanted to introduce changes in the individual and 
technological structure of the society by emphasising 
the role of science and the scientific method on a 
larger scale and by promising a self-reliant economy 
which within itself would possess the means of achie¬ 
ving rapid economic growth and solve urgent social 
problems. Technology in India required to be 
oriented with reference to the needs of the situation. 
The enormous scientific and technological develop¬ 
ments that had taken place in the West, especially 
the U.S.A., the U.S.S.R., West Germany and Japan, 
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had induced India to invite and attract the flow of 
scientific thought from all countries without any 
distinction. At the same time, the absorption capa¬ 
city of India had to be enlarged so that the resources 
could be tapped to the extent necessary to keep pace 
with the inflow of technical knowledge and foreign 
capital. Simultaneous with the appointment of 
the Planning Commission in 1950 was also the 
constitution of the Scientific Manpower Committee. 
This laid the basis for the remarkable advance of 
scientific and technical education in the later years 
to come. The immediate results were the setting 
up of a chain of laboratories on a national scale, the 
setting up of the Department of Atomic Energy over 
which Nehru himself presided and the opening of a 
number of technical institutes in collaboi'ation with 
the foreign countries at various places in India. As 
a result of these steps, the training of Indians in new 
fields in India and abroad was given a momentum. 
These efforts of India were helped by the offers of 
economic and technological aid from the various 
countries as a result of friendly attitude towards all 
the nations. 

These 17 years were also an intense period of 
building friendly ties with foreign countries for which 
sole credit should be given to Mr. Nehru. The pe¬ 
riod of isolation and subjugation to which India had 
been condemned for several centuries had crippled 
India’s spiiitual potentialities and economic pros¬ 
perity. The task of rebuilding the nation based on 
the fund of goodwill and understanding and friendly 
relationship of foreign countries was by no means 
an easy task. It required the strengthening of the 
Ambassadorial ties and the setting up of the Embas- 
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sies and Missions in outside countries. A number of 
men of culture had to be sent abroad to interpret 
India’s needs on the one hand and the policy of 
her friendship with all on the other. The foreign 
policy of India was also shaped to suit the ideals of 
peace at home and abroad, and international amity. 
It was laid on the sure foundations of disarmament, 
strengthening of the United Nations as a forum for 
resolving the differences among the nations, and 
nuclear ban. The slowly diminishing tension and 
the fading out of the clouds of cold war weakened 
the basis of military blocks and the emergence of a 
third ‘neutral force’ consisting of non-aligned nations, 
due to the indefatigable efforts of Mr. Nehru, was 
a decisive factor for the survival of mankind. As 
Russell had said, “Had India foregone the non- 
alignment it is seriously doubtful that other nations 
could have maintained it and the area of conflict 
would be more.” “Peace and freedom are indi¬ 
visible. The world cannot be partly free and partly 
subject. So also prosperity. There are always new 
ways and new ideas with which we can change our 
horizons; we shall see the old; this is our heritage. 
But we shall also see the new; this is our future. 
(Nehru—Discovery of India). With this breath of 
warmth and friendship, the infant independent 
India received goodwill visits from all the Heads of 
Governments to India. Thus, the neutral policy 
has resulted in the enormous potentialities of trade 
with all the countries, particularly the U.S.S.R. and 
the East European countries. To some extent, 
our neutralism tempered with an attitude to judge 
all international issues with objectivity annoyed the 
U.S.A. and the U.K. many times; and at the time 
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of the Suez Canal crisis, our pro-Egypt attitude m- 

curred the wrath of the U.K. and even led to the 

cu . r ,, v j. n ns the Prime Minister of 
resignation of Mr. Eden as me t , e 

England. Apart from these strange ^ dente we 
benefitted by and large, from this mental appi oach 
which strengthened the moral foundations of ou 

“‘Tndia^'dedsion to stay within tne Common- 
wealth represented India’s desire to continue the 
friendly ties between the U.K. and India. This was 
a history-jolting decision for India. The w lo e 
world was gazing at India what she would do aftci 
she attained independence. Consistent with India s 
Republican status, Mr. Nehru made Parliament 
agree to a status which would make India a Re¬ 
public and at the same time completely independent 

and sovereign, owing no allegiance to the King as 
the other Commonwealth countries did owe. India 
would however agree to Commonwealth membership 
as a symbol of free partnership or association with 
the King (not the crown) ;and in this relationship the 
King has no functions. This is a novel idea some¬ 
thing like creating a new status between completely 
being foreign and being ol one nationality. As 
Mr. Nehru stated, while moving the resolution in 
Parliament on ioth May, 1949, the objective lias 
been to reach the highest measure of understanding, 
not the lowest measure of agreement. India desired 
to maintain all links with other countries as did not 
come in the way of her freedom of action and 
independence. It was a novel type of association with 
a healing touch, forgetting the bitter past. As Nehru 
said, “I think it is not a safe thing to encourage to 
break up any association that anyone has in this 
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world of disruptive forces.” 

The underlying motive was to maintain links 
with the other countries without inhibiting our frec- 
om. nough the window of Commonwealth 
membership India peeped outside; and worked for 
the welfare and free association of the individual 
ations and the promotion of world peace. 

. spiiit of understanding was in a measure 
derived from Gandhiji’s tutorship. Gandhiji 
stated : “While I hold the British rule to be a curse, 
I do not intend harm to a single Englishman or to 
any legitimate interest that he may have in India.” 
This novel theory of association or partnership as¬ 
suaged the misgivings about India’s sudden change 
of administration. It also protected the British 
commei cial and industrial interests in the country 
and this attitude formed the basis of the Industrial 
Policy in 1948, 19495 and again in 1956 which gave 
guarantee to the foreign interests at the time of a cry 
of nationalisation. 

India had gained immensely from British rule. 
It inherited a closely-knit British Indian territory 
served by a very efficient administrative apparatus. 
The Parliamentary system of Government was based 
on the English principle of equality before law and 
jurisprudence. 

Mr. Nehru preached for the elevation of the 
conscience of world humanity and common brother¬ 
hood. As he has once said, “After all, in the 
dealings with the nations, it is ultimately the mind 
and the heart that matters and if the mind nan'ows 
down, the heart becomes full of bitterness and free¬ 
dom becomes blurred and absurd, justice threatened 
and there is chaos in the world. Therefore, freedom 


( i6 ) 

and peace are indivisible. It involves not only the 
claim of the individual to grow but also of a nation to 
make the best use of the capacity of its people in the 
international sphere.” In this way the impoitancc 
of emancipation of Asian and African countiies was 
initiated and a policy of co-existence and tolerance 
among the peoples of the world was proclaimed as 
the best formulation for world peace and ^progress. 
This approach reflected a democratic ideal and 
translated in the sphere of mind tolerance not only 
for those who agreed with us but also for those who 
would not agree with us. It also projected the 
concept of a higher democracy based on a national 
franchise in the international sphere. Democracy 
is not only political, not only economic but also 
something of the mind. It involves not only equality 
of opportunity in the political and economic do¬ 
mains but also a certain amount of tolerance for the 
less progressive nations of the world. In our dealings 
we are apt to forget human values and human 
standards. Life is a big and multi-faced affair. 
Ultimately, man is a human animal and if human 
values go, the graciousness of life also departs. Then 
it does not make much difference as to what happens 
to life afterwards. (Nehru—San Francisco, 1 9491 - 
Thus, the foreign and defence policies pursued 
by the Indian Government under Nehru presented 
a concept of national unity to the world abroad. 
The programme of the Indian National Government 
in its external relationship was fortified by Gandhian 
traditions of amity and friendship and non-violence, 
and our angular approach in the context of our 
internal and external affairs was on many occasions 
corrected and a sense of “national outlook” was 
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developed on many issues. At present *i,„ • 
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fu uie. He built a new fabric of India with a multi¬ 
sided institutional support and committed the Indians 
° an oicleily form of Government with a deep agri¬ 
cultural background which had in the pre-Indepen- 
dcnce days knit the people together in a very loose 
way. This background was a mixture of philosophy 
tradition history, myth and legend and was woven 
into the future with a hope and faith for social and 
economic amelioration. In this background he 
toiled also very hard to give a new status to the 
Indian women. The Special Marriage Act, in- 
could be described as a uniform civil code of marriage 
and a step towards a uniform civil code for all citizens 
contemplated by the Constitution. Those coming 
undei its provisions will be Indians governed by a 
uniform law of marriage though belonging to diffe¬ 
rent religions. A Hindu or a Muslim marrying under 
it, foi he ceases to be governed by his personal law 
in important matters, will now cease to be a Hindu 
or a Muslim. There was no doubt much opposition 
to this kind of communal legislation by a secular 
State which tried to avoid steps to reform Muslim 
f aw. The real answer for this kind of objection was 
that India had a multitude of conflicting laws based 
partly on Hindu law and partly on Muslim law. 
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The Bi'itish tried to introduce uniform and equal 
laws applicable to all citizens. Secularism an$ 
equality were introduced in the laws codified .or 
otherwise administered by the British rulers. 
any rate, a beginning had been made for liberalising, 
reforms in the field of marriage and divorce. The 
widow of the Hindu was not only m ade a co-sharer^ 
in the property of her husband along with her sons 
but also the daughter in a family was elevated to 
the statusrof a son, in the share of her father’s pro¬ 
perties. The right of divorce was upheld as much 
as the right of women for equal wages for equal work 
along with men was affirmed in the Constitution. 
All these social reforms led to the awakening of the 
down-trodden sections of the Indian community; 
and the planners gave support to these sections by 
welfare schemes in the plans. The women of India 
occupy high positions (Governor, Prime Minister, 
Chief Minister, administrator) in the body politic. 
They have been enabled to share with men in 
every way the privileges of citizenship. Judged by 
the progress of women, as Mr. Nehru remarked while 
agreeing with a French writer on the discussion of 
Hindu Succession Bill in 1956, the hall-mark of a 
civilized society is the opportunity given for women. 
The new India witnessed a silent and sturdy growth 
of the nationalism rooted in the past. 

The programme of the Indian National Govern¬ 
ment included the priority of other social reforms. 
As an instance in point towards equality we have to 
cite tne Fundamental Rights in the Constitution in 
favour of secularism. Many of us would unhesi¬ 
tatingly answer that the provision which abolishes 
untouchability and forbids its practice gives powerful 
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support to the secular attitude as it helps to rid the 
country of a social evil which has sprung out of 
certain religious practices. No doubt, the loyalties 
of caste and community had been ingrained for 
centuries in the minds of the mass of the community 
and on this account the efforts made by the State 
for preserving secular attitude in the minds of the 
population were laudable. Only a sustained and 
effective cooperation between the State and the 
citizens with a clear bias towards secularism can 
wear off these narrow sectional loyalties. 

At present, all citizens, male or female, high¬ 
born or low-born, have been enabled to participate 
in every way in the privileges of citizenship and the 
governance of the country. Hre fruits of the parti¬ 
tion had been reaped;the doubts of Indian nationality 
have been set at rest. A status for Indian citizenship 
has been created in the country and abroad. The 
new nationality that has come as a result of these 
changes is not based on religion or on communal 
considerations. The word “Indian” represents today 
that synthesis of citizenship derived essentially from 
the Indian philosophic outlook with the urge for 
development on the social, economic, political and 
cultural planes. It was a challenge to our historical 
culture, but the challenge was met successfully by a 
new synthesis and a process of absorption. This 
process has within it a peculiar genius, the seeds of 
lejuvenation and will soon sprout foi'th new blossoms 
of culture, the background and the essential moorings 
of the past remaining the same. 

What is the dimension of opportnnity for the 
new Indian citizen released by the forces of the integ¬ 
ration for which Mr. Nehru has set the pace? Today, 
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a Punjabi or a Sikh can settle in Madras for livelihood 
in the same way that a Southerner can come to Delhi 
and woik under the vaults of the Secretariat. The 
Muslim of Bengal or U. P. can move without tear 
to Bombay and follow his occupation without any 
restriction. The Assamese can have the services of 
the residents of other provinces without any fear of 
parochialism. As time goes on this kind of national 
outlook and cultural homogeneity may deepen and 
the ideals of unity will receive a further impetus. 

The new synthesis which we witness in, the 
youth of India is perhaps the greater contribution of 
Nehru. The youth of today are inspired by the 
tremendous work he has done and the vast gap of 
his residual work which is beckoning them. The 
new spirit of freedom and creative energy is abroad. 
This new spirit and creative energy requires to be 
harnessed in desired fields of national integration and 
advancement. He once said of himself: “There is the 
ambition left in me and it is this that in the years 
to come and in the few years left to me, I should 
throw myself with all the strength and energy left 
in me into the work of building up India. I want 
to do it to the uttermost, till I have exhausted my 
energies and strength in India’s task. I do not 
care what happens to my reputation after I am gone. 
But if any people chose to think of me, then I should 
like them to say, ‘this was a man who with all his 
mind and heart loved India and the Indian people, 
an they in tiuth were indulgent to him and gave 
him their love most abundantly and extravagantly.” 
(Kalyani Session of the Congress). Looking at 
India m the Historical Perspective, he stated, “What 
is my inheritance?....,,,,.To all that humanity has 






( 21 ) 

achieved during tens of thousands of years, to all 
that it has thought and felt and suffered and taken 
pleasures in, to the cries of triumph and its bitter 
cgony of defeat, to that astonishing adventure of man 
which began so long ago and yet continues and 

will 01 n t0 US 73^ ° auc ^ m01 'c, in common 

1 a m< : n - But there is a special heritage for 
those of us m India not exclusively to me, for none 
s exclusive and all are common to the race of man 
the more especially applicable to us, something that 
is the flesh and blood and bones that has gone to 
make us what we are and what we are likely"to be.” 

Ihis new synthesis of India has a rational appeal 
as opposed to the old theory of destiny and resig¬ 
nation to fate. He, the modern Indian, has also 
the virtues of tolerance, tolerance not only of those 
who agree with him but also of those who do not 
agree with him. He is not forgetful of human 
values and human standards. He enjoys the freedom 
o speech, association and expression. He respects 
the rule of law. He is willing to learn the finer and 
deeper sides of human life in the world and might 
be said to represent the conscience of the world 
community. By the institution of adult franchise, 
I\ehru has made every Indian to articulate politically 
on all issues concerning India and the wo Id. Thus, 
the umbrella of his regime gave protection for the 
individual freedom to grow and made the best use 
of his abilities. The rule of law signifies an insti¬ 
tution, not a slogan. Courts are independent. He 
is willing to pay taxes and pay penalties for default. 

He is prepared to behave as a decent law-abiding 
citizen. 



II 


THE INDIAN REPUBLIC 

January 26, 1950—a day of momentous signi¬ 
ficance for India and the Indian people. They were 
fortunate to witness the emergence of a new star of 
the Republic of India and their successors may envy 
this day. The star of a free India beckoned us 
forward with a mighty man of destiny at the helm 
of affairs, namely, Pandit Jawaharlal Nehru. When 
he resumed office as the Prime Minister in the Re¬ 
publican Constitution, the country was burdened 
with a heavy carry-over of problems unheard of in 
the history of several countries. Never before in the 
distant past of Indian history had such a vast expanse 
of Indian territory come under one single authority. 
We had heard of spiritual leaders like the Buddha, 
Sankara and Ramanuja, who dominated the minds 
of the inhabitants of the Indan sub-continent in the 
distant past in the spiritual sphere, but never in the 
Regal history including the period of Ashoka, such 
a single individual had wielded so much love and 
authority as Pt. Jawaharlal Nehru over such a vast 
area. How was this battle won ? This was fought 
and won without arms , and without much waste 
of resources. Nehru had a great leader in Gandhi 
who inspired the masses and the intellegentsia. We 
had other leaders too, but it was the mass of the 
country who bore the brunt of the struggle and they 
had supreme faith in Pt. Jawaharlal Nehru. 

The country at that time was disfigured by 
communal tensions and ugly incidents leading to a 
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laige exodus of Hindus from Pakistan and our 
resources and administrative energies were bent on 
rehabilitating those unfortunate victims into suit¬ 
able occupations. Side by side with the need for 
arriving at a satisfactory communal pact with 
Pakistan we had also the problem to reach an agree¬ 
ment with them for restoring normal trade channels 
and evolving a satisfactory solution forthe problem 
of evacuee properties. 

On the political side the work of re-constructing 
India into a single political entity was initiated and 
completed by the indefatigable energies of Sardar 
Patel. The integration of the Indian States was 
completed and in India’s history over a period of 
thousand yeai's we had a giant territory extending 
from Kashmir to Cape Comorin and from Gujarat 
to Karnrup, brought under one system. For such 
a mighty work there were many difficulties like the 
intransigence of some rulers, the parochial attitude 
displayed by other ruling princes and the absence of 
a well-knit political organisation in some Indian 
States. But all these problems were evercome and 
the political transformation of India into one unit 
was accomplished with the helpful attitude and co¬ 
operation by some of the ruling princes of the big 
States. What could have been the reason for such a 
new process ? The underlying current of affinity 
which bound the Indian rulers and the Indian masses 
and the political leaders to come to a sense of mental 
tolerance had created a feeling of oneness—a feeling 
that they belonged to a rich heritage and that they 
have been chosen by God to fulfill the noble purpose 
in life in the years to come. This discovery of 
oneness gave a new turn and a new direction in the 


( 24 ) 

purpose of Indian life. The political leaders were 
no longer anarchists defying the old British laws and 
courting imprisonment. Their usefulness to the 
society in the new set of circumstances, their responsi¬ 
bility as rulers after the independence came to be 
judged by the kind of political and economic cons¬ 
cience that prevailed in the political situation of the 
country and the manner in which that situation 
educated its men and institutions. For the first time 
in their life, the 'Congress rebels” found themselves 
as rulers and they had a moral responsibility for the 
efficient governance of their country. They realised 
that they had to bequeath to the posterity an India 
where an unlimited toil jessing from one generation 
to another for completing the nation’s work was 
awaiting. The political leaders also realised that 
vital energy was visible everywhere, even in the 
remote villages of the country, from the highest 
to the lowest quarters of Governmental activity; and 
this vital energy mnst be tapped to create new fields 
of activity and open new avenues for their genius. 
The governance of a multi-lingual and a multi- 
regional country required the widest measure of 
tolerance and evolution of a democratic policy to 
suit not only the political and economic needs of the 
countiy but also strengthen the defence and foreign 
relationsnip with countries abroad in the years to 
come. 

Gandhiji laid stress on the purity of methods 
while Nehru worked out for the loftiness of the 
nation s policy. The zeal with which Nehru worked 
on the legacy of Gandhi during the period of transi¬ 
tion of India from foreign domination and later 
during the period of consolidation and reform must 
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surely be attributed to the personal leadership of 
Mr. Nehru and his discipleship with Gandhiji The 
path of progress of a country lay not merely in ex¬ 
ploiting and overcoming the deficiencies of thepeople’s 
characteristics but also willfully and conscientiously 
working hard and making a path inspite of various 
difficulties towards common objectives based on a 
moral and friendly spirit. During his wanderings 
in the country in the early part of his career Nehru 
had seen the anguished peasant’s face in India. The 
peasants looked on him with loving and hopeful eyes 
as though he would be the bearer of good advice and 
a messanger of hope and relief. The new picture of 
India Nehru visualised before him was not the picture 
of a mere starving and miserable peasant, that casual 
visitor from distant city, who embarassed him but 
a hopeful citizen that filled Mr. Nehru with new 
lesponsibilities, that sometimes frightened him. After 
Gandhiji had led the revolution of Indian indepen¬ 
dence to success by peaceful methods, Nehru built 
that edifice upon the sure foundations of devotion 
to social and economic progress, reforms of social 
rights etc. An intellectual product of the Western 
civilisation, he tried to impart a new outlook of 
science and technological progress to the urges of 
the spirit and the mind of the people. 

How did he start about the work of re-construct¬ 
ing the way of Indian living ? The path of peace 
which had been shown by Gandhiji, Nehru strictly 
adhered to. He tried to evolve a policy of peace 
and friendship—peace not only inside tfte country 
but peace with all the neighbours and the sister 
countries of the world. 

The first phase of integration and consolidation 
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was over and the country was on the onward march 
towards the re-building task. For such a mighty 
work there were many handicaps. The population 
was growing at the rate of five percent per year. The 
country was studded with innumerable small units 
of manufacture engaged in a variety of consumer 
goods with inefficient standards of technology. These 
small units were unable to grow because there were 
no fixed markets for them and they were actually 
detei ioi ating because the large-scale industries were 
their chief competitors. The war of 1939 had wit¬ 
nessed the growth of steel and textiles, but barring 
these industries, industrial structure could by no 
means be regarded as a well-developed one. There 
was no industrial policy as such for the growth and 
dispersal of industries over the regions of India. The 
Government had a scheme of discriminating protec¬ 
tion, mostly one-sided, to help the foreign imports 
lahei than the indigenous industrial growth. 
Foieign capital still counted for majority of owner¬ 
ship and management, and more than 30 per cent 
o the paid-up capital of all joint stock owners was 
under foreign control. The important tertiary in¬ 
dustries like banking, insurance, shipping, transport, 
and railways, were m the hands of the foreigners 
, e ma J° r ex Port industries like the plantations were 
also owned by foreigners. Indians were not given 
an effective role m the management of foreign-owned 
companies and the employment of Indians in the 
equivalent of managerial and technical executive 
posts was very meagre. After Independence, the 
feai of nationalisation of foreign ownership was 
common to both the foreign capitalists and to the 
shy Indian entrepreneurs. There was no public 
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or private sector industries. The employment 
potentialities and the opportunities were at the lowest 
ebb. There was no scientific dispersal of industries. 
The major industries like textiles, had been mostly 
concentrated in four towns, namely, Bombay, 
Kanpui, Calcutta and Madras. There was no 
scientific survey made by Government or by any 
piivate organisation of the available resources for 
any kind of planning in India. Indian labour was 
teeming in millions mostly unskilled and with a lower 
productivity. 

In this climate our objectives had to be clearly 
defined. While moving the Objectives Resolution 
in the Constituent Assembly on December, 13,194.6, 
Mr. Nehru stated, “Although in this Resolution we 
have not used the word ‘democratic’ because we 
thought it obvious that the word ‘Republic contains 
the meaning of the word...we have given the content 
of democracy not only the content of political demo¬ 
cracy, but also the content of economic democracy.” 
The appointment of the Planning Comission in 
i 95°3 one month after the promulgation of the 
Republican Constitution was a positive policy to 
develop in the right direction. The State govern¬ 
ments were regarded as the agency for the imple¬ 
mentation of the plan in regard to agriculture, power 
and road schemes. The Central Government 
formulated draft plans which were placed before the 
National Development Council and the Parliament 
for approval. They also took upon themselves 
certain tasks like the opening and enlargement of 
the Public Sector and some multi-purpose projects, 
the administration of which required theco-operation 
of more than one State. These plans were mostly 
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based on either resources available or facilitiesalready 
eve oped at that period of time in various locations, 
s a mattei of fact, no survey of resources had been 
e . for an y bind of scientific planning nor the 
facilities developed in advance with a view to make 
any scheme of the Centre or the State a succussful 
venture. The choice of sites was the subject of 
several consideiations sometimes uneconomic, some¬ 
times political. With such a background of develop¬ 
ment of non-resources and non-facilities based 
schemes, the economic and social over-heads were 
bound to be excessive and an appraisal on a profit 
or loss basis for some of these projects was untenable 
puiely on cost considerations or on economic factors. 

In the initial years of Republican democracy, 
Nehru contributed to its successful working to a 
great measure. Internally, he organised three 
elections based on adult franchise with all the ideals 
o democratic principles through opposition parties 
also operating. The elections were carried on to 
the remotest corners of the village in this vast area 
of land and covered 170 million voters and more 
ban 3,500 seats to be filled in the Central and State 
Legislatures. The contesting parties were given 
reecom to canvass their own candidates and the 
freedom of press was by and large upheld. The 
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quired an in-built set-up in which the Indian political 
parties would act within the broad framework of the 
Constitutional democracy while questioning the 
methods of the ruling Government. In the last 
analysis, the ultimate claim of a democratic authority 
is that it permits dissent and survives it. 

The institution of adult franchise, the vast area 
and the numbers that inhabit the territory of India 
and the graded inequalities in the social and economic 
spheres inherited by the Republic of India from 
distant past and the presence of different ideologies 
of peoples in the comity of international sphere were 
likely to mislead the energies of the infant India into 
wrong channels. So long as Nehru was alive it was 
possible for him to lead the Government and also 
simultaneously head the Party which formed the 
Government in the Centre as well as in the Stales. 
After his death this kind of dual control both of the 
Party and the Governments at the Centre and the 
States would possibly become weak and the pair of 
arms, namely, the Party and the Government would 
require the supplementary efforts of one or the other 
for their strength. In a Parliamentary democracy 
the weakness of the one may weaken the other. 
Perhaps to avoid this kind of weakening influences 
setting in, Nehru has sought to evolve a system of 
checks and balances and plan for the constitutional 
growth of this country. 

For instance, the application of detention rules 
without trial of some anti-national and anti-social 
elements that India witnessed during certain emer¬ 
gency periods and during the breakdown of law and 
order situation and the consequent promulgation of 
Governor’s rule, must be construed in the context 
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as cautious steps of the Central Government to forge 
t le ideas of unity and adherence to the principles 
Indian Constitution based on Indian nationalism, 
similarly, the incarceration of some of the anti¬ 
national leaders and the suppression of the activities 
of those parties which base their faith on communal 
piinciples must also be viewed negatively as the 
Centre’s punitive measures to curb excessive anti- 
nationalism and anti-secularism, and positively build 
up in the country elements in the Opposition parties 
of loyalty to the basic principles of the Indian Consti¬ 
tution. The periodical approval and sanction of 
the Indian Parliament for the administration of the 
Preventive Detention Act showed Nehru’s continued 
faitn in democratic principles of governing the 
country. The country was, no doubt, undergoing 
new experiences in the “emergence” of Opposition 
parties rooted in the fundamental principles govern¬ 
ing the party system. While the future is unpredict¬ 
able, the process of alignment of parties rooted on 
certain basic principles is going on until such time 
the loyal opposition ideal is fostered. The ruling 
Government, to whatever party they may belong 
wou d have to act with firmess in putting down 
anti-national and anti-secular and anti-social activities. 

' iat is the future of Indian Democracy ? The 
c emocratic political method has successfully operated 
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parties still in the mould of formation, can chance 
the character of the conflict that is taking place slowly 
and imperceptibly m the Indianbody politic during 
the last 17 years under Nehru’s stewardship* 
rmhc 1 to the scope of conflict was restricted to regional 
diflfeiences, communal differences, unequal partner¬ 
ship m economic prosperity and graded social in¬ 
equalities resulting in the denial of freedom and 
economic oppoitunity to the weaker sections of the 
Indian body politic, especially in the context of the 
colossal arrears of human progress in the fields of 
literacy, health and social outlook. These differences 
were also intensified on account of language diffe¬ 
rences and social inertia and immobility and lack of 
communication and modern methods of travel. Now, 
when the planning process which Nehru has initiated 
is intensified, some of these communal differences are 
bound to disappear while certain new problems like 
regional differences based on material inequality are 
bound to crop up in the years to come. In other 
words, there will be imperceptibly a shift in the 
character of political conflict from communal diffe¬ 
rences to new alignments based on economic factors 
such as inequalities in material prosperity of certain 
States and regions. So long as it is possible to bring 
unity within the parties, one primary aim of demo¬ 
cratic socialism will have been fulfilled. Only 
tnrough the institution of the parties, it is possible 
to achieve balanced growth of the federal structure 
without upsetting the climate for national unity 
which has been created in the last seventeen years 
Shri Rajagopalachari’s efforts in the role of a dissenter 
are praiseworthy in this context. 

It should be borne in mind that the intensifi- 
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cation of the Plan process weakens the federal structure 
as the powers of the Central Government are be¬ 
coming vast. But it would be in this process that 
tlie destructive divisive forces in the country may 
get dwindled and disappear in the course of years. 
At the same time, the role of the States in the changed 
atmosphere will also undergo a radical change. In 
a federal structure like India, the States have a vital 
part to play. They should not be allowed to lose 
their individuality and dignity and genius. On the 
other hand, strong leadership in the State may upset 
this kind of balance and the centrifugal tendencies 
may assert. Here lies the strength of the party. 
Democratic leaders of the party can hold powers at 
the Centre so long as the party is able to maintain 
power both at the Centre and the States. 


A strong party can build up political systems 
both in the Centre and the States. The Governments 
do not produce science, philosophy, music and 
literature. These important human excellences are 
achieved elsewhere and it is from this point of view 
tiat the merit of democracy should in the end be 
considered. The vitality of the people is created 
0l J r ° ™man excellences; and these qualities are 
se -consciousness and the democratic attitude. The 
Central Government in India established three Aca¬ 
demies for Arts and Letters and they are playing a 
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a political system towards uniformity. While in a 
democratic system this kind of egalitarianism has its 
own value, the democratic method should not kill or 
dampen the basic urges for self-expression, for each 
citizen has diffeicnt aspects and does not need or 
accept what is given to him as the best. The doctrine 
that each man has certain fundamental rights 
guaranteed in a written Constitution as we have in 
India, sets a limitation within the social structure. 
Therefore, social planning in a democracy has to 
come in a peaceful way. Only then it is possible to 
have the continued loyalty of the people to the Cons¬ 
titution. Freedom variety, congenial climate for 
self-expression and a national consciousness—all these 
things should be kept open. This represents the 
core of the Indian culture from the millenium of 
years past. Inspite of obvious differences in this 
sub-continent, it has been possible for India to live 
as a single unit in the past only because of these 
underlying characteristics in the traits of the.country. 

But in the economic sphere, the position is 
slightly different. The Plan has emphatically ex¬ 
pressed the urgency to remedy the inequalities of 
wealth and opportunity for employment and living. 
Time is of the gi’eat urgency, and people look to the 
Indian leaders with a hope that their poverty can 
be remedied and all arrears of progress will be atten¬ 
ded to. In this context, the strategy of planning 
has to be worked out for survival of democracy in 
India. 
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where even in remote villages from the highest to 
the lowest, that vital energy which was now freed 
from foreign domination and would create new fields 
of activity and open new avenues for gainful opera¬ 
tion. The leaders of India had created a number of 
institutions to blend the apparently divirsified 
elements in the Indian society into a single fabric of 
nationalism. They had achieved the widest measure 
of tolerance and compressed all the differences into 
a harmonious whole and evolved a new class that 
was emerging out in the post-Republican era. 

What will be the objectives of the new class ? 
Are they going to stagnate or hold themselves up to 
a loftier purpose, or are they going to be desolate 
and again confine themselves to a period of mental 
slavery and physical inertia ? The wolves of in¬ 
security were present both in the Indian soil and on 
the Indian borders. These wolves were no more 
than the forces that break the institutions which 
Gandhi, Patel and Nehru had laboured to build 
them up. When Gandhi laid stress on the purity 
of methods, Nehru laboured for the loftiness of his 
objectives. When the national policy was built up, 
Nehru was slowly giving it an international colour 
so that these two ideals became not only the founda¬ 
tions of the Indian fabric but also the bulwark for 
the code of his international and foreign policy. The 
ease with which he worked on these ideals during 
the period of transition of India from foreign domi¬ 
nation to a period of consolidation and reform must 
surely be attributed to the personal leadership of 
Mr. Nehru. Even elder statesmen like Patel, 
Rajenbabu and C. R. had acquisced in his leader¬ 
ship and they were pulling on shoulder to shoulder 
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as comrades and worked with him for one puroose 
On his part Nehru treated all these elderly gentle- 
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learned that India must be industrialised as rapidly 
as possible. Industrialisation included all kinds of 
industiies, major, middling, small, village and 
cottage. The central objective of planning in India 
as stated by the Planning Commission was that 
planning must aim not only to raise the standard of 
lving of the people but also to open to them avenues 
for a richer and a more varied life. In other words 
planning must aim both at utilising more effectively 
the resources human and material—available to 
the community so as to obtain from them not only 
a larger output of goods and services but also at 
1 educing inequalities of income, wealth and 
opportunity. The programme aiming only at raising 
output might result in increased wealth flowing into 
the hands of a few leaving the mass of people in their 
presen t state of poverty. It would thus fail to achieve 
the wider social objectives. It was emphasised that 
the State would have to play a crucial role in the 
implementation of the goals of the plan. This in¬ 
volved a progressive widening of t e Public Sector 
and the re-orientation of the Private Sector to suit 
the needs of a planned economy. 

The Indian plan was also an attempt to integrate 
the agricultural, industrial, social, economic and 
other aspects of the country into a single framework 
of thinking. An integrated plan for the economic 
growth of the country for greater mobilisation of 
resources had to be drawn up within the framework 
of political democracy. This method of peaceful 
progress and the method of democrtatic progress took 
care of the core of the conflict in the society and the 
strains involved and aimed to remove the cravings 
of the individual in all spheres. The plan was not 
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merely one of setting up a few factories here or there 
or an increasing production in selected Helds like 
industry and agriculture or power. There lay 
beneath the surface an attempt to gradually develop 
the infra-structure of society whose ways of thinking 
and action had been fossilised in the centuries before 
-into a dead-wood of inaction and inertia. Nehru 
realised that a plan should aim at bringing out 
that dynamic quality, that quality of vision and that 
revolutionary quality which even our experts might 
lack in many spheres. Thijftind of planning helped 
us in having an emotional awareness of our problems 
as a whole. It brought within the fold of the frame¬ 
work of the plan the isolated problems of villages and 
districts and the remote States and areas of the 
country. It helped industries by tariffs and other 
kmds of regulation and gave many a sense of use in 
the scheme of planners for the benefit of the un¬ 
employed millions. The three plans contained the 
essence of development in the infra-structure of the 
society. It dealt with the Private and the Public 
Sector of the country. For the first time,the Private 
Sector came to be regulated as a controlled sector. 

ic emergence of a mixed economy was the direct 
result of the planning effort. The control over the 
livate Sector related not only to its dividends and 
profits but extended to all strategic points in the 
economy of the country like the allocation of foreign 
exc ange, import of raw-materials, employment of 
technicians and approval of foreign collaboration, 
agreements etc. Even banking and insurance which 

trill e/T Y p m the Pnvate Sector came to be con- 
W , J t ° V T nt ' The Ration of certain 
n ey industries also received consideration 
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in the Plan. The essential basis for development 
of industry, namely, electricity , was not neglected. 
This plan was not merely quantitative aiming at 
the physical targets; the content of the plan and 
the methods pursued have become far more impor¬ 
tant than the quantitative objectives for their achieve¬ 
ments. In short,. the re-making of India on the 
basis of democratic planning rested on the main 
crest, namely, the utilisation of our resources—men 
and mateiial and in particular the maximum 
quality and quantity of labour willingly given and 
rightly directed so as to promote the good of the 
community and of the individual. The foundations 
of a sound planning were laid on the realities of the 
day in bringing about a new social order free from 
exploitation. As Nehru himself pointed out it was 
a set-up towards the establishment of a society which 
gave security to individuals and offered employment 
and encouragement to creative activity and ad¬ 
venture. 

This concept of planning to be translated into 
action required a series of administrative steps from 
the top to the bottom. It travelled to the frontiers 
of the States, territories, District Boards and Munici¬ 
pal Councils. For the first lime in the country, 
the community scheme was initiated so that millions 
of people came to be aware of the grand planning 
effort that has been taking place at all levels of ad¬ 
ministration. What was the community scheme 
intended to do ? Something like the social engineer¬ 
ing of the village as a whole; a sum total of all ad¬ 
ditional food grown, schools and dispensaries, better 
roads, tanks, wells etc. In fact, under this scheme 
of planning, the object created would not be so 
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important as the feeling that the villager himself 
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desirable. Technology in India had to be oriented 
with reference to the needs of the situation. In 
agriculture and village and small-scale industries 
where the employment potential is vast and un¬ 
limited, power could be used as a source of energy 
and the hand-driven appliances could be converted 
into mechanical propulsions. With this idea the 
Ambar Charkha was introduced to replace the hand- 
driven charkha a few years ago and the substitution 
of powei looms for hand-driven looms was on instance 
in this direction. This method not only retained 
the trade for the family but also improved the 
economic resources by augmenting its daily income 
in the shape of higher productivity. The avenues 
and development of power were an innovation by 
which India benefited in the planning periods unlike 
Biitain which started its industrial career some three 
hundred years ago on coal-based energy but which 
pioved weaker on account of the competition by 
later entrants like the U.S.S.R., Germany, the U.S.A. 
etc. Even during the days of conversion from coal 
to power Britain experienced a number of difficulties 
and its present high-cost structure is perhaps due to 
these difficulties persisting in some of her own in¬ 
dustries. 

During the last 30 years there has been tremen¬ 
dous growth in U.S.S.R. in the fields of agriculture 
and manufacture. This enormous development was 
rendered possible because of the over-emphasis of 
the Soviet education system in science and technology. 
The conclusions reached by the high-powered 
Technical Committee which submitted its report to 
the President of the U.S.A. soon after the launching 
of the spaceship by the U.S.S.R. very much ahead 
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of the U.S.A., reaffirmed the superiority of the 
Russian technical system of education and the top 
advisei's in the U.S.A. Administration have made 
recommendations for a re-orientation in scientific 
and technological educational policies. They have 
begun to wonder that inspite of enormous expendi¬ 
ture and the huge army of personnel employed, the 
U.S.A. could not keep pace with the U.S.S.R. in 
certain fields. If this challenge of technical superi¬ 
ority is re-affinned by further achievements in a 
conspicuous way by the U.S.S.R., many American 
Administrator's would begin to wonder whether any 
change in their existing planning method would be 
necessary within their democratic set-up. In other 
words, from the point of view of technique, the U.S.A. 
is interested that the experiment conducted in India 
of planning with democracy should succeed over 
the strategies of the popular form of Government. 
They should themselves feel eager to see that a demo¬ 
cratic planning adopted by India should succeed 
at any cost and should pose a serious challenge to 
the methods pursued by the Communist form of 
planning and implementation. 

The slowly diminishing tension and the fading 
out of the clouds of cold war weakened the basis of 
military blocks and each advanced nation in the 
West realising its more fortunate position began to 
give as friendly gestures and as sacrifices, and to 
make generous offers of equipment and technical 
knowledge for the advancement of India’s material 
prosperity. The ideals of peace and international 
friendship which were laid on the foundations of 
disarmament and nuclear ban, brought for India 
goodwill and understanding both in the fields of 
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international cooperation and trade and commerce 
and industi ial development. Nehru strengthened 
the Ambassadorial ties and set up a number of 
missions in distant countries and he sent men of 
culture as our Ambassadors abroad. This foreign 
policy, began to yield rich dividends in the years to 
come in the fields of trade and commerce, technical 
assistance, cultuie and education and also in the 
larger field of international co operation and unity. 

In the context of the special requirements of the 
planned effort, enlightened nations of the West came 
out of their own voluntary efforts to give sizable 
offers of help to a sizable portion of the world’s popu¬ 
lation inhabiting the Indian sub continent. Never 
before in the history of the world did the nations 
come so close to one another as now as a result of the 
advancements made by science and technology. 
India was thus fortunate in embarking on her in¬ 
dustrial career not only by the exchange of expert 
advice and the give and take in economic and mone¬ 
tary fields but also by the availability on easy terms of 
technical assistance and capital aid. She also reaped 
the fruits of rising technology and advancement in 
the means of production and thereby reduced the 
period of gestation by discriminating choice of asso¬ 
ciation and participation of the giver country. The 
blessings of knowledge were thus tamed and harnessed 
to the material prosperity of India. 

India, while standing for the progress and free¬ 
dom for all nations, recognised the diversity in the 
patterns of ideologies and administrations in the world 
and in this climate she built her mutual goodwill 
and tolerance on these diverse patterns. The fact 
that we were trying to solve the problem of human 
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want by well-recognisecl democratic methods added 
to the world’s esteem of India and appreciation of 
her efforts. This policy of winning friendship and 
well-wishers in foreign lands had created doubts 
during the initial period of our foreign policy in the 
efficacy of the methods pursued but in the long rnn 
a nation comes to be judged by its moral principles 
and its experiments with those principles in actual 
performance. Therefore, at times, our foreign 
policy had imposed heavy stresses and strains but 
in the long years of events that soon followed, the 
nation was able to forge a happy and harmonious 
relationship with all the supplying countries by its 
own exemplary conduct in her international policies. 

Coming to the internal policies, India had borne 
its stresses and strains with a certain amount of 
fortitude. We tried our utmost to collect our re¬ 
sources and depend upon foreign aid only to the 
extent it was necessary and in certain wanted fields. 
Austerity measures curbing conspicuous consumption 
were resorted to and a heavy tax effort was the pre¬ 
lude to a request for foreign aid on a massive scale. 
All our countrymen whether in towns or in the 
contry-side, were asked to ponder over the situation 
and make their share of the sacrifice for the building 
of India. Aid was accepted from almost all the 
advanced countries without strings and on a policy 
of utilising it in a manner that was suited to the 
Indian economy as well as to the giver country. 
Repayment of debt obligations was scrupulously 
adhered to although it involved heavy stresses and 
strains in our uncomfortable period of foreign ex¬ 
change shortage. 

In the ideal of planning the means were given 
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undue importance. Toil at home and acceptance 
of aid without strings while sticking to the principles 
of peace and co-existence were the cardinal features 
of the intei nal and external policies of India Means 
were regarded as important as the ends and both 
constituted the summum bonum of all human efforts. 
It may be said that if any of man’s achievements 
threatens to destroy the end itself human society must 
take cognisance of it and make every effort to avert 
such a catastrophe. Every thinking Indian, nay, 
the citizen of the world, has, therefore, a right not 
only to advert to this important question but also to 
live by it as far as he can. 

In the Nehru era of economic planning two 
important developments of immense and incalculable 
dimensions for humanity had taken place. One was 
the tremendous advance in science and technology 
resulting in the development of nuclear energy and 
the conquest of space throwing wide open unlimited 
vista of progress or destruction. Indin preferred 
the path of peace and was willing to let her neigh¬ 
bours help her for constructive purposes. On this 
basis we accepted a policy of atomic power develop¬ 
ment and refused to become a nuclear power of 
weapons. The other was an important phenomenon 
of a different type which related not so much to 
material development as to the growing awakening 
and an almost irresistible move of the long-suppressed 
masses of humanity in the continents, particularly 
in Asia and Africa, which had like India been sub¬ 
merged in the slavery of ignorance and superstition. 
Both these totally different, but not necessarily anta¬ 
gonistic, expressions of elemental energy were capable 
of infinite good as well as of infinite evil. We 
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members of Asia had a common culture and our 
memory goes back into long depths of time. This 
insistence of our heritage which sprang from the 
meditations of the wisest men in the distant past 
was the core of our friendship between the Eastern 
and Southern neighbours. For, a culture, like life, 
is a growing, living thing and any change in the 
spirit of our national life of the country begins to 
reflect at once the character of its culture. It is true 
that this tolerant approach to problems tempered 
with the marked ethical quality of our past is bound 
to influence the vital elements of our identity and 
unity. Therefore, in our efforts in industrialising 
and changing the face of the country we always 
kept in mind the artistic expression, thus blending 
our traditional spirit of humality and co-operation 
with sympathetic understanding and goodwill. This 
synthesis of old and new, this kind of a survival and 
progress without conflict and tension is perhaps the 
greatest gift of Nehru. The roots of Indian unity 
were drawing sustenance from a common faith in 
certain ideas, ideals of human existence in spite of 
diverse patterns of differences based on region, reli¬ 
gion, varieties of languages, varying levels of develop¬ 
ment of culture, literature and arts. Animated with 
this spirit we helped our neighbours like Burma, 
Nepal, Sikkim, Ceylon and some of the African 
countries. Even our trade channels with Pakistan 
were re-opened and we sent goodwill missions to 
that country. This feeling of tolerance for the views 
of others had diminished the fears of cold war and 
reduced the tensions. This formula of progress on 
the basis of co-existence came to be accepted as an 
active faith by both the Western and American and 







( 47 ) 

the Russian Blocs In this mighty , ask the . 
ration of mind and hearts and over a period off, 
yea« and over a vast stretch of territory emanated 
as the Single unmixed blessing of the Prime Mimsfe’s 
peace policy m the last 5 o’s and 6o’s ti™ 
of discipline and exhortations to the IndianTSg 
abroad from time to time by the visiting President 
and the Prime Minister re-affirmed India’s good 
m entions and the roles of unity and universality of 
culture were strengthened. 


—o— 












IV 


THE GRAND TRANSFORMATION ^ 

When Nehru assumed leadership of the country 
and the Party and tried to implement some of the 
objectives laid down in the Constitution, he had 
certain difficulties to start with. The economic 
policy of the Government and the Party had to be 
very precisely defined with a view to disabuse the 
minds of foreign investors of certain wrong impres¬ 
sions that had come to prevail in the minds of foreign 
investors in the country and abroad. The Govern¬ 
ment also had to evolve a working policy to a goal 
which they had set before themselves both at the 
Party level and in the Centre and the States, and 
this policy got reiteration in the election manifesto 
and at various meetings of the AICC held at different 
places. The Resolution on Industry passed at Ajmer 
at one of the sessions of the AICC should appear to 
be a very clear and forthright and comprehensive 
statement of Government’s working policy. The 
amplification and the emphasis that the Resolution 
sought to make was made in the speech of the 
Congress President and the Prime Minister, Pt. 
Jawaharlal Nehru. The same policy underwent a 
further change at the Avadi meeting held in 1954- 
Earlier, the Kalyani Session of the Congress Party 
had also laid the foundations of the industrial deve¬ 
lopment of modern India. The Prime Minister 
made frequent utterances on economic and industrial 
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policy of Government at various meetings or the 
National Development Council and in the Parlia 
ment, and in his various speeches in the country and 
abroad While the objective was clear the approach 
had to be entirely pragmatic because the institutions 
for implementing the objectives were still to be 
evolved and a coherent working policy adopted for 
translation into action. The main difficulty in the 
pragmatic approach was that there was a constant 
change m the forces in the country as well as abroad 
and the technological world was undergoing a rapid 
change due to the invention of nuclear power. In 
this context, there was not only a need for a change 
in the tools that were to be used for industrial deve¬ 
lopment but also in the change of patterns of our 
own thinking. The uncertainties created as a result 
of the mutual relationship among the big powers in 
the world and the emergence of China as a potential 
nuclear power on the borders of northern India and 
a militarily armed belligerent Pakistan had also 
given a re-or entation to the thinking of the industrial 
and economic policies of the Government. 

The Encyclopaedia of Social Sciences begins its 
article on ‘Socialism’ as follows :— 

The terms socialism, communism and collec¬ 
tivism which are found to be used interchangeably 
are ambiguous and ill-defined. For this reason 
they have an exceedingly wide range of specific 

connotations.” 

Therefore,, one of the difficulties in understanding 
the socialistic pattern of state as propounded by Prime 
Minister Nehru was to give a content to that word; 
the content which meant different things at different 
tunes, different things to different groups and also 
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different tilings to different individuals. The history 
of socialism throughout the ages has shown that 
there have been many facets to it : some being 
largely emotional and humanitarian in content, 
woven with religious fervour, others with specific 
economic and political objectives. Even Marxian 
socialism undoubtedly gave it a certain amount of 
dynamism but in the process of making it dynamic 
and virile it evoked the resistance of a large body of 
socialists mainly because of its ruthlessness. Since 
the emergence of Marx, socialism proper has taken 
various shapes in different countries. 

The intellectuals in India were also affected in 
varying degrees by the socialistic ideas and concepts. 
Therefore, when the Congress ‘rebels ’assumed the 
role of responsibility for ameliorating the sufferings 
of the Indian masses, they took upon themselves with 
a great amount of sympathy a role that existed bet¬ 
ween the Fabians of England, and later between 
the British Labour Party and the Indian politicians. 
Therefore, if consciously or unconsciously any ob¬ 
jection was raised to the socialistic objectives of 
Nehru’s Government either by Indian capitalists or 
by foreign investors it amounted to objection to the 
very basis on which the Congress organisation, and 
later the Indian leaders forming part of that Congress 
organisation, was based. The Congress Party, 
symbolising the aspirations of the suffering millions, 
came still to be regarded as a National Government 
and it drew its strength from the vast majority of 
the Indian people. The mere fact that there were 
other parties in the country, did not detract from 
the socialistic content of the Congress policy. The 
famous resolution of the Karachi Congress of 1 93 1 







( 5i ) 


laid down more or less the broad principles on which 
the Constitution of India had been framed. The 
Isaiachi Resolution as amended by the AICC in 
Bombay in August. ,93,. statcd-‘W alia’, a 
State shall own or control key industries and services 
mineral resources, railways, water-ways, shipping 
and other means of public transport. 55 The resolu 
tion passed at the AICC session in Ajmer later echoed 
the central core of the scheme. Therefore, when 
the country was ripe for adoption of the socialistic 
patterm of State in 1954, there was no surprise at all 
because the purpose behind the Congress Govern¬ 
ment had been clearly stated earlier on very many 
occasions. ; 


There was also a need for making a distinction 
between a socialistic welfare state and the eco¬ 
nomic welfare of a country. Social welfare which 
should be the main objective of a welfare state has 
been described by Simon Kuznets as the positive 
element in the satisfaction of man’s wants, men 
viewed as members of society and he distinguished 
this from economic welfare by quoting Prof. Pigou, 
that is, economic welfare means that part of social 
welfare that can be brought directly or indirectly 
into relation with the measuring rod of money. The 
elements entering into the consideration of economic 
welfare and social welfare are more complex, for the 
question is not merely one of deciding between 
economic progress and social welfare but also of 
determining whether desirable and necessary social 
reform should precede or be deferred until there has 
been sufficient economic advance. In a changing 
world like ours new conditions and new forces appear 
and an indiscriminate p reference for economic growth 
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and postponement of certain social changes would 
result in incalculable consequences in the future and 
the adoption of a working policy in the framework 
of a Parliamentary Democracy would appear to be 
very difficult. In an under-developed country, espe¬ 
cially like India, the important limiting factors are 
time (that is, how soon the objective's proposed to 
be achieved), resources (physical and financial), a 
clear thinking on the objectives of planned develop¬ 
ment (that is, decisions regarding allocation of 
resources between consumption and investment, 
changes in social structure and scheme of resource 
mobilisation etc.). It also involves a basic decision 
on the economic growth combined with stipulations 
regarding the pattern of development that should 
take place in various sectors of the economy such as 
agricultural development, expansion of heavy and 
basic industries, defence requirements, employment 
opportunities and also the shifting character of 
emphasis at various times. 

The several steps taken by the Central Govern¬ 
ment and by the State governments since 194.7 pieced 
together would undoubtedly indicate that the 
Government’s objective was towards providing greater 
satisfaction of the wants of the citizens of India than 
what obtained in the period prior to Independence. 
Some schemes like D.V.C. or Bliakra Nangal, yield 
lesults in a limited period of time and the effect of 
such schemes can be only felt and cannot be measured 
in terms of economic cost as they have a welfare 
content. Eugene Stately in his book “Future of 
Under-Developed Countries” stated the following 
on India : 

.In India, the responsibilities of in- 
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dependence seem to have given added impetus to 
the will to develop. Here is a case most important 
in the under-developed world where an enlightened 
political leadership which believes strongly in 
democratic values is striving with great intellegenee, 
but n the face of tremendous handicaps, to lead 
nol chive the people towards a better future. 5 ’ 

He also stales, There are plenty of unwise 
Government attitudes and regulations which tend 
0 smother constructive business initiative, but the 
real task is much more positive. It is a task of 
institution building. Just as under-developed 
countries have under-development Governments, 
they also have under-developed private business 
communities. There is a lack of real business enter- 
pnse 5 business know-how and business integrity and 
a sense of social responsibility. For private enter¬ 
prise to make the contribution it should, in this 
country, personnel must be developed by training 
and experience, organisations must be established 
and philosophies must change. This last implies 
changes in every aspect of a country’s social system.” 
The above quotations had no great bearing on Indian 
Government’s economic and industrial policies but 
it helps one to understand the nature and content 
of private enterprise in under-developed countries; 
even more valuable is the emphasis on Government’s 
initiative and the need for institutional building and 
growth. No doubt the objectives of the Govern¬ 
ment were socialistic and the means of production 
should both serve to contribute to the welfare of 
the. people by raising the standard of living of the 
individual and, in the larger perspective, the coun¬ 
try’s economic progress. 
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Even at the outset it would be necessary to 
avoid any mis-conception arising out of the political 
and economic implications of the objectives. The 
concept of the State intervening in the economic 
life of the individual is not peculiar to India alone 
as even some of the advanced capitalistic countries 
believe in tempering concentration of wealth for the 
purpose of maintaining healthy competition. There¬ 
fore, for India, it is not a question of believing in 
the efficacy of the market forces but also a recogni¬ 
tion of the fact that the very large area over which 
the market forces have to operate neutralises its 
influence for the good of the community. It would 
be also idle to talk of any possible prospect of a 
“counterveiling power”, operating as a counterveil- 
ing factor against concentration of economic 
power in a country like India arising. Therefore, 
the path of the Indian Government was very clear 
when they enunciated the principle of the ‘mixed 
economy’, that is, the concept of State-controlled 
enterprises in partnership with private enterprise. 
In this field there existed also an area of small-scale 
industries where the workers had to be helped in a 
number of ways and required protection against un¬ 
due pressure that would be exerted on him by the 
old and new market forces” to maintain himself 
as a self-reliant entity in the fields in which he was 
working. 

In the context of the growing functions of the 
State, political considerations apart, there was also 
a need for re-defining the relationship and the area 
and scope of co-operation of the various sectors in the 
economy for the purpose of attaining the common 
objectives of the socialistic State. With an industrial 
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system that was inherited dynasticism in private 
enterprise had not much scope in the future. The 
essential feature of a private enterprise in a demo- 
cra xc socialistic State is that it permits a personwho 
is at the bottom of the scale to rise tothe top position 
if he has the ability to do so. Therefore, in a demo- 
cratic State like India where political opportunities 
for individual citizens have been afforded on Consti¬ 
tutional foundations, a society that was still to be 
evolved in the economic sphere has also to recognise 
the need for allowing talent to develop and take 
its own appropriate place in those sectors of society 
wheie talent and leadership are essential. Prof. 
Rostow, in his book on the process of economic 
growth has something pertinent to say both in 
regaicl to the role of Government in industrialisation 
and the switching over of the elite from private en¬ 
terprise to Government institutions. He says : 

Once the institutions of Government responsi¬ 
bility and action are in motion it becomes increa¬ 
singly difficult for private investment to operate in 
the old way. In such a setting young men of vigour 
attracted by the excitement and risks of the most 


responsible positions, turn increasingly to the insti¬ 
tutions where such decisions are taken; and these 
institutions are now more likely to be the Depart¬ 
ments of Governments than the offices of business 
and industrial firms.” 


It is no doubt difficult to define precisely the 
frontiers of Government control and private initiative. 
If an effort is to be made to make an economy self- 
reliant, a great deal of development would have to 
take place not only in the private sector but also in 
such fields where the private sector is not adequately 
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lep resented because of various limitations. The 
filling up of all this gap by Governmental action 
and institution is not only a matter of expediency 
but also an urgent necessity. In his book on Govern¬ 
ment’s role in economic life, Prof. Steiner has defined 
this adjustment of Governmental function fully; 
he says : \ ’ 

This channelised function of Government can 
be narrowed a bit to focus attention upon the broad 
relationship between Government and the economic 
order. Thus, 

(1) Government is the principal social insti¬ 
tution through which man can make 
decisions about the goals and methods of 
economic system ; 

(2) Government exercises its power to ensure 
adherence to the goals and methods; 
and, 

(3) Government protects individuals from 
coercions within and without society 
that conflict with or jeopardize the 
attainment of common goals and the 
proper use of the methods.” 

If these premises are accepted as a basis to guide 
the acceptance of Government’s interference by the 
people concerned and by others who deal with such 
a overnment, the problems can be recognised in 

proper perspective. Again, to borrow the idea from 
Prof. Steiner, 

/‘Hhat is necessary particularly in the case of 
the industrialisation of an economy like India’s where 
a certain amount of development has already taken 
p ace, is to attempt asymmetrical view of the problems 
of Government control.” He says, “This symme- 
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trical view demands that any analysis of the expand¬ 
ing econo,me power assumed by Government would 
be incomplete and one-sided unless the expanding 
powers of yanous types of economic institution! 
already existing and likely to develop are considered 
m relation to it. The tendency towards expansion 
of State functions in this field might look over¬ 
powering unless one takes a symmetrical view of 
economic activity.” 

If in this context the leaders of the Government 
as well as the captains of private industry are inclined 
to subordinate their proclivities to the needs of 
building up a symmetrical structure, the character 
of conflict within India may change and many prob- 

le ™, ma y not anse - But as it does, in the process 
of filling up the gaps where the initiative largely 
rests upon Government, it might be that Govern¬ 
mental activity is greater in proportion than the 
activity of the private sector. The future of the 
Indian economy requires a day-to-day reconciliation 
of its relationship; but it is only a matter of detail. 
For the overall objective of the country as a whole 
iapid industrialisation and increasing Government 
interference in the industrialisation of the country 
is a harsh imperative. 

The future adjustment of relationship will no 
doubt arise out of several considerations. For ins¬ 
tance, concentration of Government initiative will 
have to be made on the producer goods industries 
because these industries demand a heavier outlay of 
capital and control over complementary and ancillary 
products which cannot be achieved unless production 
is either in Government sphere or it is carried on in 
close co-operation with Government. The field open 
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for the private sector is still vast, especially for a 

*ii** an. cl a market of the people 

inhabiting the territory of the Indian sub-continent. 
It could be asked no doubt that the cream of profit¬ 
able enterprises would be taken up by the State 
Government leaving the unimportant ones to private 
enterprise. But by and large in the producer goods 
industry where the gestation period is long, consumers’ 
piopensity, either dictated by a desire to expand his 
needs or determined by his ability to buy, does not 
operate directly. Therefore, the price factor in the 
case of producer goods industry carries a certain 
amount of resilience with it. So long as Government 
is in control of the economic machine and can regulate 
imports and also licence the starting of industries 
and also reach the industrialist through a properly 
attenuated taxation system, there is no need to 
assume that private industry would act detrimentally 
to Government’s interest. Subject to the availa¬ 
bility of resources and employment opportunities 
there should be a full utilisation opportunity by the 
Government as well as the Private Sector, the em¬ 
phasis being on the production of all those parts 
which can be economically produced. 

The concept of democratic socialism is peculiarly 
Nehru s gift to India. It is born out of India’s 
genius and it is essentially an intellectual concept. 

e emocratic aspect of it compels leaders to lead 
and not drive. The socialistic aspect carries with 
i a arge element of control, regulation and regi¬ 
mentation and planning. The determination of 
ow muc i eadership has to be provided and how 
muc legu ation is necessarily a matter of pragmatic 
approac to be forged into the economic structure 
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without impairing the democratic foundations. Even 
for such democratic functioning it should be realhed 
goals have to be fixed, methods have to be deter 
mined and both have to be punsued. The task i, a 
very difficult one because it is easy to speak a language 
of capitalism; it is even more easy to speak thf lam 
guage of those who believe in an all-pLrful State 
but those who believe in democratic socialism dn 
only say what the contents and objectives are anS 
this is what the citizens of India want-a peculiar 
combination of humanism and progress. 

T hc adoption by Parliament in December, i 954 
of the socialistic pattern of society as the objective of 
the social and economic development required that 
all industries of basic and strategic importance or in 
the nature of public utility services should be under 
the ownership and control of the Public Sector. Thus, 
the State was slowly persuaded to assume more res¬ 
ponsibility for industrial development over a wider 
area than before. When we came to thc end of the 
first five-year period of the Plan, the country was 
already producing new items like acetate rayon, 
staple fibre, some important heavy chemicals like 
calcium carbide, hydrogen peroxide etc., a number 
of dyes, diesel engines, locomotives and automobile 


components. The country was in a mood to embark 
on a bolder programme of production at the begin¬ 
ning of the Second Plan. The Industrial Policy 
Resolution of 1956 and the amendment of Article 
31 and 31 (A) of the Constitution and the enforce¬ 
ment of the Companies Act and the report of the 
Taxation Enquiry Commission had created doubts 
as to the ultimate purpose of the State interference 
111 ^ le field of industry. Time and again, various 
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pronouncements had been made that the field open 
to the Private Sector was enormous, and all that 
Government wanted to do was in the nature of filling 
up the gap with a view to achieve a particular level 
of production and fulfilling social obligations. Plann¬ 
ing with regard to key industries was becoming more 
and more a positive concept and Government was 
interested to see that the Private Sector served the 
social purpose while it received all help from Govern¬ 
ment. The economic concentration of wealth and 
power in a few hands was slowly becoming a menace 
with which Government had to contend with and 
the surest remedy was not only greater production of 
wealth but also equitable distribution through State 
participation. Even countries without any socialist 
bias were increasingly taking responsibilities towards 
their poor citizens who by Indian standards could 
be considered to be quite well off. In a country 
like the U.K. the Governments, whether Labour or 
Conservative, have followed policies ofnationalisation 
of some of the key industries and some policies which 
have falsified the Marxian philosophy of the prole- 
tariamsrn of the middle class. We, in India, were 
tar, far away from the standard of living of the 
people of the middle class of that country, yet we 
were working towards the same objective, namely, 

the rarsrng of incomes all round and reducing dis¬ 
parities. . ° 

,. . "^P ai t bom this wider social purpose, the severe 
imitations on oui lesources and the ambitious nature 
of our planning required that there should be a 
care u lusbanding of our resources and that these 
united resources were canalised into essential indus¬ 
tries for national development. The idea of such 
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overall regulation or economic activities is inherent 
nr any planned effort. Even during war time such 
control had existed and now when the war against 
poverty has just started the Private Sector must 
accept regulation by the State. 

When the Planning Commission was to be 
constituted in 1950 the draft of the resolution setting 
out the terms of reference for the Planning Commission 
came up for consideration. Shri Nehru re-wrote a 
considerable part of the draft and in particular he 
linked up the work of the Planning Commission 
directly with the Fundamental Rights and to the 
Diiective Principles of State Policy embodied in the 
Constitution. The idea was that he rooted India’s 
planning effort in the twin concept of democracy 
and socialism with a view to provide equal oppor¬ 
tunity and a good life to the masses of the people. 
At the meeting of the National Development Council 
on November 9, 1954 he stated, “I am not using 
the words ‘a socialistic picture ofsociety in a dogmatic 
sense but in the sense of meaning largely that the 
means of production should be socially owned and 
controlled for the benefit of the society as a whole.” 
The dominance of private enterprise throughout the 
world had become out of date and any system based on 
the acquisitiveness of the society was not only abso¬ 
lutely out of date but also immoral. The urges of 
the people pointed out the necessity for going in that 
direction and he believed in our capacity to win 
them rather than fight them. Fie said, “We can 
bring about social changes and development under 
pressure of events, by the pressure of democracy 
and also by friendly cooperative approach rather 
than an approach of trying to eliminate each other 






( 62 ) 

and the stronger party winning. I think we can do 
“that even in the industrial field.” 

Nehru did not wish to nationalise and waste 
resources in compensating private parties but certain 
fields of activity should be sacrosanct for the State 
and the Public Sector 5 should be given a greater 
scope. There should be a greater stress on heavy 
machine making industry as that was to be the 
basis of industrial growth. The approach to indus¬ 
trial development as laid down in the policy of 
1956 was applied successively to steel, coal and oil, 
in each case after a degree of controversy. In steel 
and oil in particular, without the strong personal 
support of Mr. Nehru it would have been difficult to 
proceed very far. These trends were helped by what 
was at that time a new factor in India’s development, 
namely, an offer of economic and technical aid by 
the Soviet Union. The Second Plan also envisaged 
a substantial expansion of foreign trade with East 
European countries, especially the U.S.S.R. Govern¬ 
ment set up the State Trading Corporation in 1955 
to canalise trade in that direction and as a measure 
to fill up the gap in the un-coordinated efforts of 
the Private Sector in the field of trade. 

Nehru declared, “You must go to the root and 
the base and build up that root and base on which 
you will build up the structure of industrial growth. 

herefore, it is heavy industries that count; nothing 
else counts, excepting as a balancing factor which is 
o course important. We want planning for heavy 
machine making industries and heavy industries. 
Ye want industries that make heavy machines and 
we should set about them as rapidly as possible 
“because it takes time.” The concept of building 
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a strong industrial base and an economy capable of 
self-sustained growth dominated as the main T 
for the Third Plan and this concept uZVZ 
integrated m India s approach to other issues like 
technical distributive, managerial and finanda 
fields. Action for economic and social change i„ 
the rural areas lay largely in the States. But it was 
posstbk for a country like India so large in size and 
with huge population to energise the adjoining 
areas around the big manufacturing units for which 
the Private Sector would be hesitant to take steps. 
Ultimately, the future of India lay in bridgina up 
the gaps in education; in the need to ensure a certain 
minimum of amenities to the people in the rural 
areas; in the solving of problems like slum clearance 
and slum improvement in the cities and in the 
welfare of the children and socially disabled and 
insecure, old citizens. The emphasis, therefore, in 
tile Third Plan on these aspects of development was 
strongly reinforced by the views which Nehru urged 
lepeatedly within the Planning Commission and in 
otner forums. 


Nehru realised that the costliest thing in planning 
was time lost to action. Therefore, when the size 
of the Public Sector in Thii'd Plan was to be deter¬ 
mined he stated that the physical programmes to be 
Accepted for implementation over the five-year 
period should not be limited by the availability of 
mancial resources immediately in sight or at the 
time of drawing up the plan. lie advised that the 
programme for industrial development including 
power, transport, technical, educational and scientific 
research, should proceed in a coordinated manner 
ln Accordance with the approved scheme of priori ties 








( 64 ) 

so that when foreign exchange and internal resources 
became available these things could be implemented. 
Whatever we could do ourselves by way of advance 
action or otherwise should be done. 

When the objectives for planned development 
for the Third Plan were considered, at the request of 
the National Development Council, Shri Nehru took 
the draft to Kulu, worked upon it para by para ad¬ 
ding substantial portions and improving upon others, 
and thus emerged the final statement which forms 
the first chapter of the Third Plan Report. In this 
portion he linked present development to the aspira¬ 
tions and outlook of leaders of our national movement, 
drew the economic progress and welfare of each 
country and fitted it into a framework of our efforts 
to build up a liberated humanity. He stated, 

“Planning is a continuous process. Perspective 

planning is of the essence of the planning process. 
As this process develops there is a certain rhythm of 
expansion in the development of the people and a 
sense of enterprise and achievement because of them. 
They are conscious of a purpose in life and have a 
feeding of being participants in the making of history. 
Ultimately, it is the development of the human 
being and the human personality that counts. 
Although planning involves material investment,even 
more important is the investment in man. The 
people of India today, with all their burdens and 
problems, live on the frontier of a new world which 
they are helping to build. In order to cross this 
frontier they have to possess courage and enterprise, 
the spirit of endurance and capacity for hard work, 
and the .vision of the future.” 

In the second year of the Third Plan when the 
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aggression by China took place came „ ' 

moment for planning. At the heigh? oft, Cntical 
early m November, , 9 6 S) Nehru sf, hi, foceVT 
against any attempt to nibble at the vu r firmI y 
He stated, “We are at the 

are facing great historical problems on and 

our future.” The Plan was the warn -T i dCpends 

kept down and the basic object^tp^d 
be pursued m vital terms. d 

Planning in a federal democratic structure hr 
UP chflerent problems from time to time ' TZ 
oac as 1951, Nehru had decided to set up a National 
Development Council. He stressed at evert Ze 

counsdrf nat ‘° na ' c ™ sensus - He tried to seek the 

tnd n 1 t, Van0US POhticaI »d other groups 

a^tio™ he ft SUPP ° rt f ° r ,hC Ph "' I" all^ these 
actions lie had set up an institution in the Planning 

NaZ'aT'n Z “ le C00pCra,i0n ° f «« S'ates in 2 
il* ™ 1 DeVel °P men t Council and committed these 
nslitutions to work for the national good. 

fmvJr India ; CUriousl y enou S h > a new role has been 
p U P° n Indian capitalism after the adoption by 
C. ' ai ^ ment socialistic objectives of the 

. , le capitalistic system in India has had an 
eitl 1C ° n P n ' Tiie businessman in India has been 
e / ei . a iand-lord or money-lender. He did not 
is tT ln *"° industry or trade to any large extent. It 
e 1C nusfortune of Indian capitalism that it has 
pla^ • as t a powerful entity at a time when it is to 
a I^’a S1 ^ n * p cant social purpose and when politically 
has Pai ^ ° P W01 id Pas found that this system 
no vitality. In the Western countries the capita- 
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list system has some traditions. But, unfortunately, 
in India in view of its comparatively recent origin, 
it has not established any tradition. It has not built 
up any body of persons or a corps to develop any 
tradition to fit into our economic structure consistent 
with our economic objectives. Even in the advanced 
countries like the U.S.A., the several Federal Acts 
against monopolist combines and cartels are indicative 
of the fear of economic concentration of power though 
State regulation of cartels and monopolies has not 
resulted in diminishing the political power of vested 
interests to any great extent. The curious position 
that democracy and capitalism occupy in the mind 
of the American public is portrayed in Galbraith’s 
book on American Capitalism. Counterveiling 
power as a check on capitalism may be true of the 
United States, but such counterveiling factors did 
not exist in another country; at any rate, not in 
India. American capitalism is young: it has abun¬ 
dant natural resources and the people enjoy a high 
standard of living. The same may be said to be true 
to some extent to India. But in other countries the 
test by which capitalist system is justified is not so 
much its efficiency but whether its efficiency is in the 
direction of profit-making and whether it can sub¬ 
ordinate its objectives to the social objectives of 
production and distribution. In India there should 
be several individual capitalists who run their enter¬ 
prises very efficiently and that only indicates the 
capitalist as a manager of a very well-run unit. 
But some justification is necessary for the capitalist 
system to function during a period of transition such 
as that we witness in our economy at present. And 
that justification arises mainly because of the ability 
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of mobilising private capital. Even thi. r . 

system. In India a^ciltt^S 
to attract deposits from the public because there hi 
been no Government institution which can provide 

I ^-n and a highCr investment possibility, 
pile of the changes made in the Company Law 

the role of the company promoter has notbeen ruled 
out and any hope of substantial private saving lies 
to quote Ragnar Nurkse, “mainly in the relveS 
men t of entrepreneureal profits and if this is encour- 
aged would be an effective and almost automatic 
a> of maximising the marginal saving ratio.” In 
ie present climate this source of capital formation 
cannot be lost sight of but if this process were to take 
place by <«o motu action of the entrepreneur in a 
country like India there is much room left out and 
lor this purpose the initiative will also have to come 
liom the Government. 

. Even m a democratic country like India after 
ie adoption of the socialistic pattern of society it 
seems reasonably certain that the Private Sector will 
ave a very honourable place and that it cannot be 
done away with. The economy, if it is to have any 
vitality and become dynamic should adapt itself to 
t ie changes that occur in the process of its own 
growth or re-distribution of wealth and in this process 
a new class of people will emerge and they will have 
oth wealth and power. Sometimes this power 
could be offset by a number of circumstances which 
a welfare state has to provide partly by the means 
0 iscal measures and such other devices, as the State 
rna y possibly think of. To turn the other side of the 
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medal, nowhere in the world can the Private Sector 
function without State control or State help and 
State direction. The experience which led to the 
failure of many Indian parties in the initial period to 
obtain the collaboration of foreign industrialists in 
many new ventures profitable enough in therqselves 
for such foreign investment, is an indication '^that 
by and large in a country like India, Private Sector 
cannot flourish without Governmental support. The 
State also has to realise that even in an egalitarian 
economy they will have to have an entrepreneuial 
class to mobilise the corporate savings, and for 
purpose of entreprenurial ability. If planning means 
utilisation of all resources wisely and well and in the 
direction of reaching the targets and consistent with 
the social and economic objectives of the State, the 
Private Sector has a definite role in the economic 
development. But if it is left uncontrolled the 
country s resources would not be utilised to the 
maximum extent possible in a manner which will 
ensure the maximum benefit to the people. In this 
context, the emergence of an enlightened leadership 
in the business and industrialist class is not only 
necessary but also imperative. In an under-deve¬ 
loped country like India the actions taken by particular 
Governments whether they may be socialistic in 
character or have a pronounced bias towards un- 
tramelled private enterprise are largely dictated by 
the prevailing socio-economic considerations ruling 
from time to time. To quote Ragnar Nurkse again, 
in his essay on capital formation he says, “We have 
•reached a field of sociological rather than economic 
consideration...That we have come to it is not 
surprising for the advancement of the backward 
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countries far more tlmn « 

Even the soda, heritage” 
favourable atmosphere for the develoommt of 
capita,ism. If the capita,ists i„ In&To” 
the times and adapt themselves to the sociological 
and economic changes of the country they would 
contribute to the smooth running of their own system 
and to the planning efforts of the Government. 



V 


THE INDUSTRIAL AND ECONOMIC 
ADMINISTRATION 

“Destiny has cast a certain role on this coun¬ 
try. Whether any one of us present here can be 
called men or women of destiny or not, I do not 
know That is a big word which does not apply 
to average human beings, but whether we are 
men or women of destiny or not, India , is a 
country of destiny and so far as we represent this 
great country with a great destiny spread out in front 
of her, we also have to act as men and women of 
destiny viewing all our problems in that long pers¬ 
pective of destiny and of the world and of Asia, 
never forgetting the great responsibility that free¬ 
dom , that this great destiny of our country has cast 
upon us, not losing ourselves in petty controversies 
and debates which might be useful but which 
would, in this context, be either out of place or out 
of tune.” 

(Nehru—November 8, 1948, on the Draft Con¬ 
stitution as framed by the Drafting 
Committee.) 

The pioneering effort in the early 2o’s towards 
the industrial development of the country was the 
report of the Indian Industrial Commission in 1918 
to investigate the industrial potentialities of the 
country. It was presided over by Sir Thomas 
Holland. In his famous dissenting minute in this 
report, Pt. Madan Mohan Malaviya expounded with 
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more clarity the need for industrialisation and gave 
a national touch to it. But nothing tangible was 
done on this report. In 1923, Government an- 
nouneed the policy of discriminating protection 
which did not satisfy the aspirations of the county. 
The Bombay Plan was also a herioc attempt to put 
down the aspirations of the Indians but it cannot 
be regarded as a blue-print. Soon after indepen¬ 
dence^ the country was no doubt in a mood for 
lapid industiialisation but economic conditions were 
unsuitable as a result of a number of factors such 
as the Korean War, the effects of partition and re¬ 
fugee problem and, lastly, on account of devaluation 
of the Rupee. Major industries like jute and tea 
faced crisis; the country’s balance of trade and 
payments gave anxiety to Government on account 
of large-scale import of foodgrains, raw cotton, and 
raw jute. The partition also had created an im¬ 
balance in the economic structure of the country. 
The Indian Government in the post-independence 
period also had to face the problem of reconciling 
three antagonistic objectives, namely, the Com¬ 
monwealth preference, the closer tie-up with other 
industrial countries and protection to domestic 
manufactures. Indii had been party to Sterling 
area arrangement and this made her foreign trade 
less flexible than otherwise. When India became a 
member of the GATT, the GATT frowned on all 
import restrictions except as a means of stabilising 
the balance of payments. In 1955, however, Indian 
representative in GATT was able to get the consent 
of the contracting parties to use quota restriction 
for developing their nascent industries. This could, 
perhaps, be regarded as the foundation-stone for 
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international recognition for industrial develop¬ 
ment by the newly emancipated countries. Even 
then the country was impatient at the slow pace of 
development and wanted a systematic assessment of 
the need for expansion of the existing industries as 
well as the development of the potentialities of 
those industries for which the country was still 
dependent on imports. This led to the Government 
taking steps to foster large-scale industries. They 
had also to pay attention to the employment 
potentials of the small-scale and village industries. 
Thus, slowly and impercep lively, an integrated 
industrial development programme was in the 
process of formulation and the commercial 
policy of the Government had to be geared to 
suit the needs of the industrial policy. 

At this time of history in India, the foreigners 
dominated in industry, trade and commerce 
exchange banks and in the general insurance field. 
In shipping also the bnlk of over-seas shipping 
business was in the hands of the foreigners. This 
was due largely from the fact that Indian shipping 
companies have not made much progress. As a 
result of lack of shipping facilities Indian trade 
has suffered very much particularly in South East 
Asia and Middle East where we were losing con¬ 
siderable amount of business. Ceylon tea has a 
grip over the . Australian market minly because 
Ceylon could, ship tea to Australia almost every week 
while it is difficult to get a ship to Australia from 
the eastern parts of India once a month. Great 
damage has also been done to our trade as the 
agents of foreign steam ship companies were our 
exporters and as exporters they were competitors to 
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Indian interests While shipping freights were 
determined at the international level such detei 
mination was always loaded against the interests of 
Indian trade. Often times steamer freights between 
Calcutta and Rangoon, and Madras and Rano- O on 
compare unfavourably with the steamer freights 
from Tilbury to Rangoon. This kind of dheri 
minatory freight structure had ruined India’s export 
trade and this was due to lack of shipping facilities. 
In the mattei of import business, the import 
control measures had changed the character of 
the trade and more Indian companies came to find 
a place than before. Even here some of the Euro¬ 
pean countries began to appoint their own distri¬ 
butive systems and divert their business into the 
hands of foreign companies in India. In regard to 
expoit business the strangle-hold of foreigners had 
been much stronger. There were about four firms 
which commanded about a third of the trade in 
export of oils and oil seeds. Tea, jute and hides and 
skins are still dominated by foreign interests. 
Since India has no monopoly in the foreign markets 
of the commodities exported, we cannot attempt to 
make changes for a very long period. Even in the 
distributive trade there is a pronounced tendency 
for the manufacturing concerns to have their own 
distributive agencies and foreign interests handle this 
business through a subsidiary in India and get 
from the Indian market a price that it can bear 
irrespective of the cost of the article and allocate 
the profit so earned between the Indian company 
an d the foreign company in the most advantageous 
manner to them. In the post-war period the 
distribution of fertilizers was taken out from one 
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foreign concern which was operating on a monopoly 
basis and this resulted in the high price and faulty 
distribution. The above description will show that 
any pronouncement of Industrial policy has vital 
implications for the foreign interests in India. 

There are certain peculiar features in the Indian 
economy which operate as deterrent forces tb any 
kind of regulation or control. The country’s size is 
so vast and the geographical distribution of indus¬ 
tries is so poor that unless the country is equipped 
with an efficient transport system and distributive 
machinery for enforcing regulation orders, the 
full impact of such regulation is difficult to be felt. 
A large portion of important industries is still in the 
hands of managing agents who continue on a 
dynastic basis. There has been no effort to 
develop in the private sector an organisation of 
managerial development. A large portion of the 
Indian economy is outside the monetary side, and 
all monetary controls have only a partial applica¬ 
tion. The capital market in the country with a 
number of independent institutions, some regulated 
and some unregulated by law, is not integrated 
and private money-lenders and ‘hundis’ operate 
outside the orbit of banking regulations. Lven 
a sizable portion of the seasonal requirements comes 
outside the monetary side. The Indian industries 
by and large have to depend upon Government 
institutions for equity finance. The bank rate and 
the stock exchange rate has no universal application. 
Agriculture still continues to be the occupation of 
sixty per cent of the people and its impact on the 
national economy and industrialisation and exports 
is tremendous. In the village side, trade takes place 
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in kind and not in monetary denominations. Even 
in some places labour is paid in kind and the 
Government’s labour laws have no application 
India’s export and import trade is still largely i n 
the hands of the foreigners and India’s weakness 
in shipping and banking and general insurance has 
been largely responsible for the heavy drain on 
foreign exchange resources and the excessive 
dependence upon foreign shipping companies and 
banking institutions even for India’s industrial 
development. 

In a country like India where on account 
of pool standard of living the propensity to 
consume is very low the margin of savings is 
also low which detracts from heavy investment of 
Indian capital and also acts as a deterrent for 
massive foreign private investment. It is wrong to 
assume that foreign capital is waiting at our door. 
India is not particularly attractive to venture 
capital as for the several reasons stated above, 
high profits are not possible even if permitted by 
Government. Even our own tax structure as far 
as it goes follows the pattern of industrially 
developed countries and we have to explore every 
opportunity to induce foreign investors and 
attract foreign capital. There are, no doubt, 
adequate opportunities for industrial expansion and 
a potentially vast home market, that too in a 
reasonably stable economy, and if we supplement it 
by the promise of a fair deal to foreign investors 
we might be able to attract such foreign capital as 
is willing to take a long range view for its own 
interest and serve the social purpose to which the 
Indian capital is also subjected. 
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In this climate, India has had to to experiment 
and evolve an economic philosophy of its own 
without destroying the foundations of the existing 
industries and interests. The effort required the 
synthesis of the conflict to suit the long-term objec¬ 
tives of India and the methods we proposed to 
pursue in the economic sphere were to depend 
largely on cooperation from Western countries and 
the USSR. While these countries are politically 
administered under a rigid system of beliefs and 
cooperation amongst themselves, an allowance had 
to be made for frequent changes in their economic 
policies and institutions. India has also benefitted 
from the remarkable rate of progress in the economic 
field in West Germany following the liberal eco¬ 
nomic policies of its Economic Minister, Erhard 
Ludwig. We have also seen the progress under 
democratic socialist administration in Norway and 
Sweden. No doubt our approach has been 
pragmatic in many issues and we cannot borrow 
wholesale from the examples of other countries 
because our problems and institutions are peculiarly 
our own and, in a sense, unique. We have an 
enormous population with no outlet; an enormous 
magnitude of unemployment, shortage of productive 
land, machinery and materials. This cannot be solved 
by any single set of solutions. Many of Government’s 
actions have to be dictated by the limited consi¬ 
derations of solving single sets of problems as may 
come up for solution from time to time. 






II 


The task of industrial development of a magni¬ 
tude envisaged in the Second and Third pfans 
required fresh foreign investments and Government 
had to evolve their own development programmes 
in regard to such matters. At the outset all fears 
about the socialistic pattern of society have had to 
be removed. India had to be made safe and 
stable for massive foreign investment and the tende¬ 
ncies for any dis-investment which were noticed in 
the earlier years after the wake of Indian indepen¬ 
dence had to arrested. Indian leaders assured 
the foreign interests that they would take an objec¬ 
tive view in all such matters and pleaded for 
their cooperation in the economic advancement of 
the country so that they could get over the econo¬ 
mic stagnation that was binding the Indian 
masses. All the assurances made in the past to 
the foreign capitalists were honoured. It was 
explained that the amendment of Article 31 lo the 
Constitution was made for domestic reasons and 
either before or after the amendment the Indian 
Government’s attitude to foreign capital had 
remained the same. The foreign investor had 
nothing to fear in regard to his investment as a 
consequence of this amendment. The real test of 
foreign help was not the giving of doles but in 
the sharing of technical knowledge and helping 
India to industrialise and in sharing with India such 
materials that are in short supply and that will be 
needed badly by India to achieve the the objectives 
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of her Planes. Aid was, expected from all sources 
so long as it was not tied to any political strings. 
On India’s part there was to be no discrimination 
between Indian investor and foreign investor in the 
same industry. Facilities for repatriation of profit and 
capital and royalty payments would be adequately 
provided. There was so much to do in the whole 
field of industrialisation that neither the Indian 
industrialists nor the foreign investors need think 
of the expansion of one at the expense of another. 
Nationalisation would not be resorted to on Ideologi¬ 
cal basis but it would be done for other compel¬ 
ling reasons. The support lent by the Government 
in the constitution and working of the investment 
finance institutions like the Industrial Credit and 
Investment Corporation I.C.I.C., Industrial Develop¬ 
ment Bank and the Life Insurance Corporation.L.I.C, 
would be taken by the Private Sector as an indication 
that Goverment has been sincere to offer its help to 
the private Sector. Even an institution like the N.I. 
D.C.(National Industrial Development Corporation) 
was formed with a view to help the rehabilitation of 
industrial units in the Private Sector, like jute and 
textiles. There were industries like iron and steel 
where Government was very much interested in the 
expansion of the Private Sector in the field The 
ship-building enterprise ofScindias at Vizagapatnam 
was acquired by Government when it was felt 
that the Private Sector could not find sufficient 
means to develop this enterprise. As regards coal 
which has found place in the Public Sector in the 
*95^ Resolution it is to be recognised that the 
Government-owned railway system and the three 
new steel plants would be the biggest consumers 
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of coal providing justification for augmentation of 
Public Sector in this field for additional reauire 
ments in the field. 4 e ‘ 

The taxation system also has in-built advanta¬ 
ges for foreign investment and foreign techniques 
to come to India on contract basis. The taxation 
rate on income in India is slightly loaded in favour 
of foreign investors so that they get in India far 
more than what they would get from their own 
home country or elsewhere. Even in regard to 
the application of company law matters the Indian 
law was based substantially on the law in the U.K. 
and also on the law in Australia and the decision 
of the Board of Referee i will leave no cause for 
grievance so far as industry is concerned. The 
administrative organisation to implement the new 
company law has also been strengthened and the 
Indian and foreign business community need not 
be afraid of official delays or any rigidity in the 
application of laws. 

Even in labour matters Government’s policy 
was based on their responsibility for the mainte¬ 
nance of an increased production and profitability 
and labour participation in management was not 
encouraged to be adopted as a slogan. Job evalua¬ 
tion, statistical quality control and rapid techno¬ 
logical progress and introduction of a degree of 
automation might be causes for fear of unemploy¬ 
ment and might cause concern in the minds of the 
Indian employees but ultimately if the labour is 
convinced that this advance in technique would 
after a period of time increase his earning capacity 
and reduce the physical strains and other unsatis¬ 
factory conditions of employment, the Indian 
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labourer would welcome such a move and on such 
enlightenment he could be associated with mana¬ 
gement. In such matters of labour relationship 
ultimately the human value should be regarded as 
a much more important concept than machine; and 
the economy will greatly benefit if the man behind 
the machine and the industry can be reckoned as 
important factors—which means adjustment of 
relationship between the employer and employee. 
On the whole, the labour relationship in the 
Indian territory has been satisfactoi’y and there 
have been no major lock-outs and strikes. The 
Congress Party which controlled a portion of the 
labour corps has been loyal to overall objectives 
of the country and has not supported the cause of 
labour at the expense of the employer. The labour 
legislation problem of the Indian Government has 
been only in the direction of consolidation and 
refinement of existing legislation, and they have not 
been discriminatory to foreign investors. 

On only two matters the Government was 
somewhat strict in the application of their laws to 
the foreign investors. The Government have been 
insisting recently of progressively opening up the 
capital of foreign subsidiaries for Indian particip¬ 
ation. This move was initiated on the belief that 
progressively more and more Indian capital would be 
allowed to participate and no percentages of Indian 
capital would be insisted upon. Again, in the 
matter of employment opportunities Government 
deshed that more and more Indians should be 
associated in top-posts with the management so 
that they may be enabled to have a training in 
executive and technical fields. 










Ill 


The Government of Nehru 
important economic decisions in the'co"™ oTf 
year . The most nnpor,ant decision „Is ft 
enactment of an amendment to Article 3, ( 2 ) 
the Indian Constitution which made the amount 
of compensation paid to a party for Governmen 
acquisition oflus property not justiciable in a court 
of law. The need for enacting such a legislation 
was simple m that Government wanted to pav some 
compensation for taking possession of the property 
and that the amount of compensation should not be 
impugned in a court of law. The approach of 
the Government in this respect was with a view to 
undertake agrarian reforms and also to interfere in 
industrial undertakings wherever they failed to 
satisfy social needs. The progress of Governmental 
action in the industrial field has been slow but even 
the small action was enough to create fears and 
suspicion in the minds of the foreign investors in 
the country and abroad. 

The nationalisation of the State Bank of India 
and subsequently the Life Insurance Companies 
also put the Government into a position to have to 
explain to the investing public their intentions both 
ln the short and long term objective*. The fact 
that Prime Minister made a special statement on 
the role of foreign capital in 1948 and again in 
I 949 and later on in 1956, indicates that the 
Government of India set a value on foreign cap- 
tal providing a certain amount of stimulus to India’s 
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industrial development. Perhaps the most important 
consideration weighing with the Government was 
that they not only welcomed the participation of 
foreign capital but also their technical know-how 
which was lacking in the country to a deploiable 
extent. 

The Industrial Resolution of 1956 should be 
considered as a very highly important document 
which not only set out in broad terms the bieak- 
down of the private and public sector but also it 
defined the role of the state after reiici ating the 
objectives of the socialistic pattern of society, 
namely, “It is always open to the State to undertake 
any type of industrial production. It also envisa¬ 
ged a certain amount of operation for 
the private Sector and also coordination of 
industrial activity in both the sectors. The 1956 
Resolution explains that in appropriate cases pri¬ 
vately owned units may be promoted to produce an 
item falling within the first category to meet their 
own requirements or as by-products. “There will 
be ordinarily no bar to small privately-owned 
units undertaking production such as the making 
of launches and other light craft, generation of 
power for local needs and small-scale mining. 
Further, heavy industries in the Public Sector may 
obtain some of their requirements of lighter compo¬ 
nents from the Private Sector, while the Private 
Sector in turn would rely for many of its needs 
on the Public Sector. The same principle would 
apply with a greater force to the relationship between 
large-scale and small-scale industries. 

The 1956 Resolution has been described by 
some observers as an economic constitution f°i 
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industrialisation based upon it, „„,v , 
namely, the Constitution ^ C °™ ta P art . 
because it is linked with the rl ThlS 1S 50 
affirmation in the Preamble 0 f°* stlt . utl °n by re- 
Equality and Fraternity c ited L 3 ^ Libert >'> 
Principles of State Policy' th TL “V‘ Direc «ve 
strive to promote the welfare of he n ?f * shal1 

ing and protecting as effectively ? °f, 7 

social order in which justice-socbl ^ the 

political-shall inform all the I- 6 ' 0110 ” 11 ' and 
national life.” Six princi i ' lnStUutl0ns of the 
of which have specM tw ° 

(1) Ownership and control of the material 
resources of the community are so d ,? • 

best to serve the common good; and, “ 35 

(2) that the operation of the economic system 
oes not result in the concentration of wealth and 

means of production to the common detriment. d 
, 1S Sl 7 f nificant t0 know that while reference is 

pattern 0 r mem ,’ S acce P tan “ of the socialistic 
pane n of society, the Resolution emphasises that 
industrial policy like other policies must be gover- 
ned by the fairly definite principles and directions 
contained in the Constitution. There have been 
lgmncant improvements in the 1956 Resolution as 
compared to the earlier policy of 1948 and the 
o owing conclusions are pertinent having relevance 
10 the Pu blic and Private Sectors. 

(1) Gi eater emphasis is to be placed on Govern¬ 
ment’s development of an expanded Public Sector. 

( J i) An increasing proportion of the activities 
0 tie Private Sector will be developed alone 

cooperative lines. 

(iii) while Private industry will be permitted 
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to develop along with State-owned undci takings, 
in all the three categories defined in the 1956 Resolu¬ 
tion private industry will be subjected to overall 
State regulation so that it may not get advantages 
detrimental to the welfare of the people. 

(iv) Private enterprise is allowed to enter the 
industrial field reserved for state development if it •! 
is found that exclusive jurisdiction will retard 
development or otherwise the national interest. 

(v) With the exception of one or two industries 
dealing with public utilities and national resources, 

India has abandoned overall programme to 
nationalise private industry falling within the Public 
Sector. 

The essential point, to be noted is that Private 
Sector has been given an honourable place in the 
nation’s economy and its future role and justifica¬ 
tion exists provided it is considered advantageous 
to the notion’s interests. As a matter of proof of 
Government’s honest intentions the three foreign- 
controlled oil refineries and the Indian-controlled 
steel plants that were authorised after the State 
had assumed exclusive responsibility are examples 
where, in the national interest, they have been 
allowed to continue in their own field. The signi¬ 
ficant omission in the 1956 Resolution as complied 
to the 1948 Resolution was the previlage of review 
of the privatelyowned industries at the end of ovei 
10 years, the review to determine whether they shoulc 
be acquired by the State or not. A final assurance 
that there will be no nationalisation of private j 
industry falling within the first category is tb e 
statement, namely, where there existed in the same 
industry both privately-and publicily-owned units 
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it would continue to ho v 
give fair and non-discriminaf ° ° f tlle Statc t0 

of them. Government have t0 both 

they would provide finance for all' T*?,- *” 
development in the private secto^ P • gltIraate 
pr.se, therefore, has been given an 

upon g ood > bel i avi:. ri, r.i„rr yet! Tt 

On the whole, the public reaction to the io,S 
Resolution was wholly favourable and prices ^ 

Tat S ’ ° C i C f Change recorded a moderate rise. The 
Tatas stocks advanced to Rs 6 per s l™ a 

mtr!.°wl t,lC , Ta ‘ a Br °‘ herS the S an a lni n 

ment whereby units in the Private Sector can be 
allowed to develop with freedom consistent with 
he taigets and objectives of the Plan.” 

The 1956 Resolution has no special section of 
loreign investment but it mentions that the policy 
01 the Prime Minister before Parliament on April 6 
^■ 949 j still. applies. The role of foreign capital in 
• le 1 . ndu . stnal development of the country has some 
|mp ications. Historically, foreign capital came to 
e 1 entified with foreign dominotion. And even 
a tei independence, the fear that it would canstitute 
a stianglehold on India’s economic life and impair 
p Ur . OWn freedom of action was to be allayed. 

ossibly this fear arose out of suspicion and anti- 
? atly Awards certain countries from which 
nvestment as a rule has been forthcoming. The 



( 86 ) 

Indian capitalists also entertained suspicion that 
their own scope for development would be retarded 
because foreign capital was more advantageously 
placed than the Indian capital in point of techni¬ 
que and resources 

The principal instruments which Governmnet 
used to achieve their economic objectives were:— 

(1) The Industries (Development& Regulation) 
Act, 1954. 

(2) Import and Export Control Orders and the 
Essential Commodities Supplies and Distri¬ 
bution Act. 

(3) The Indian Tariff Act. 

(4) The Sea Customs Tariff. 

( 5 ) The Central Excise Act. 

(6) The Indian Income-Tax Act; and other 
enactments like Wealth Tax Act, Estate 
Duty Act, Gifts Tax Act, etc. 

(7) The Companies Act, 1956. 

(8) The Control of Capital Issues. 

(9) Various legislative enactments relating to 
the financial institutions, like the Reserve 
Bank of India, the State Bank of India, 
Industrial Finance Corporation, Industrial 
Development Bank and Re-Finance Cor¬ 
poration, etc. 

(10) The Industrial Disputes Act, 1956. 

In an under-developed country like India, the 
objective of a sound taxation policy had to be 
defined and formulated not only to produce a sizable 
addition to public revenues to suit the Plan effort 
but also to provide for sufficient incentives for 
large earnings and savings. India, like most 
Western countries, has been in the grip of a vicious 
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cuclc as Far as proorr^^ivA ^ 

tax evasion and tax avoidance* ‘in a 

Even the notion of what comih , . large scale - 

tax purposes underwent a number f ' ln ' ome " for 

a result of numerous kinds of ™ of . chan *“ as 

Government have had to dtis fc"? ."f* 

trial development on a Xl'^As *£* 

as^Hberaf'^l ^ i . nSt!tution of «“h ‘S^evicffi 
oeia depreciation allowance, tax holiday 

system of development rebate, re-adjustment of the 

tax rate to encourage foreign investment, etc. Later 
as the industrial base became widened, the policy 
of selective preference of priority industries became 
moie and more narrowed and the concept of 
urgent development of some "special” industries as 
against "general” industrial development became 
moie and more insistent, while simultaneously 
changes have had to be made in the tax structure 
with a view to make the tax yield progressively 
mofe responsive to increased incomes and facilitate 
an orderly development of the economy with due 
regard to the social objectives which the Govern¬ 
ment have adopted. The tax structure had also to 
ann at an efficient system of collection and general 
increase in industrial and agricultural production 
a nd an equitable pattern of income and wealth 
which would ensure a balanced progress. Such a 
system required a strengthening of incentives to 
work and to save, and was to be evolved both on 
short-term and long-term basis. The Budget of 
*957 which contained the above ingredients of the 
taK Policy stipulated that the standard rate of tax on 
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earned income and a differential rate for taxation 
of un-earned income, coupled with a tax on wealth 
and a tax on expenditure, would give a better 
basis for assessment of tax liability in respect of 
higher income regions and would also help Govern¬ 
ment to close progressively the loopholes of tax 
evasion and corrosion of tax base. This budget 
also brought down the exemption limit for tax 
liability with a view to reach the masses on a 
broad net. This budget and similar others that 
followed also contained measures for gift tax, estate 
duty and capital gains tax. 

The Budget of 1957 was defended by Prime 
Minister Nehru immediately after presentation and 
nowhere in the annals of financial history has a 
Prime Minister stood up and defended a course of 
action adopted by the Finance Minister. It was so 
because the proposals were the proposals of the 
Government and not of the Finance Minister’s 
private domain. Since then the burden of defence 
and development has been growing and more 
avenues for receipts have to be found. Time was 
of the greatest urgency and the question was how 
best to distribute the heavy burdens arising out of 
the process of development. We had to learn from 
the experience of others and try to create our own 
policy having regard to the background of the 
country and the institutions already available and 
to be newly created to suit the genius of the 
Indian people. Rightly or wrongly, the country 
had accepted a planned effort and it was embark¬ 
ing on a bold programme of steel plants, big 
machine plants etc., and this planning process 
thought of two or three generations ahead, aS 
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some of these plants would take five to ten 
for construction. Therefore n 10 ten years 

done, even a. a heawten 

delaying it would Ly addt „ T “ “ 

make it a somewlnt lL d ! burclen and 

effort also indicated to the^ountry ^ Plan 
the world ou tside, not only the need for XeHanct 

mils;”'’ zs — 

way. Nehru declared : “It is an ?, y 

to make it clear to ourselves and to^othere that 
we are determined to go ahead and to fulfil the 
pledge we took to our people. The tax burden felt 
by every tax-payer makes him realise that he is a 
partner in the national activity.” These taxation 
proposals struck out a new line of approach and 
scores of budgets of this type would have to be 
cone before socialism could come into this country. 
1 he Budget of 1957 took the country out of the 
old rut of the old budgets and pointed out to the 
new direction which was a desirable direction. 
Many changes were taking place in the world 
and our country was new to economic development 
and heavy resources were involved. Even in the 
case of Soviet Union, which has had nearly 40 
years of experience, a great many things have 
happened and the burdens the people of that great 
country have carried had been tremendous. 

In a poor country like India the fiscal measures 
constituted not only a means for sound economic 
growth but also had to provide for the greatest 
advance towards economic equality and positive 
social improvement. Even in the field of indirect 
taxation the burden was inevitable, in view of the 
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process of development that was taking place in 
the country, and funds could not be collected with¬ 
out calling for such sacrifices from all sections of 
the community. There were also special and com¬ 
pelling reasons for applying some restraint on 
consumption in order to check inflationary pres¬ 
sure and to stimulate exports. Over a period of 
years the stagnancy of public revenue relatively to 
national income, which was a bottleneck from the 
point of view of further development, would be 
overcome. Thus, the structural changes in the 
tax system were also made with a view to make 
it more progressive in terms of returns. 

The peculiar conditions of planned development 
for a number of years resulting in sharp incrascs 
in the general price level and increase in the prices 
of some essential commodities, called for adjust¬ 
ment in incomes since the margin of tolerance in 
a poor country like India was limited. Govern¬ 
ment were, therefore, forced to keep a vigilant 
watch over the general indexes of wholesale prices 
and whenever any increases took place there was a 
need for utmost discipline in every sphere of 
activity. 

In the investment field Government’s policy was 
also to make a shift of emphasis from low-priority 
to high-priority industries. One of the weaknesses 
of the Indian economy has been that substantial 
portion of the community’s savings arc diverted 
towards industries of low priority, quick speculative 
gains through purchase and sale of urban housing 
and the hoarding of commodities in short supply- 
From this point of view, the savings of the com¬ 
munity have to be guided into proper investment 
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channels. Therefor#- o , 
taken to ensure a ^uncl"” ' ° rSlCpS had “> be 
ported by fiscal, moneta" a ,7Sufi 0 P f ° y SUp ' 
The Reserve Bank ]m nn ull0na l agencies, 
ensure that crcdUfoe aU £££?*“ ft Wul ‘ 1 
be available in the count.,? T™'aST "'° U ‘ d 
tary and credit policy had also to h‘ mone - 

a realistic rate o‘f T? 

the real cost of the capital tn adequatel y 

the same time, the supply 0 f the e creditT y 'l I f ‘ 

made adequate meS ke ntds X twtt 

number 2 of' ' bimS ’ Govcrnment havc taken a 
mimbei or measures to stimulate the growth of 

savings on one hand, and at the same time to 
make them flow into medium term and W-term 
mance for industrial development. As a result of 
e three Plans, opportunities, for investment at a 
ngher profitability rate were made available and 
gross sales and grossprofits of the companies were also 
pi ogressively increasing. Planning involved in the mo¬ 
netary field a dear-money rate which would neces- 
sardy reduce the yield from old issues, and operate 
a “bear” factor in the stock exchange. With a view 
to neutralise these effects, the uncler-writing func¬ 
tions of the specialised financial institutions were 


augmented in recent years. Government have, 
therefore, to operate selective credit control with 
a view to promote the growth of industry on the 
one hand and underline the needs for investment 
in high-priority industries on the other. On the 
fiscal side, some tax concessions were provided to 
accelarate the pace of industrial development such 
as tax credit certificate, tax rebate for additional 
ptoclue lion and on exports. Tax concessions occu- 
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pied an important place in the economy. with a 
view to give the private sector units lclicf and 
strengthen the reserves and augment the capacities 
of the corporate sector. The various measures 
envisaged for better flow of medium and long-term 
finance in industrial development include the 
creation of a number of financial institutions like 
the Industrial Development Bank, Unit Trust, etc., 
which are intended to strengthen and broaden the 
framework of the capital market as a source of 
supply of funds to industry. 

It will be thus seen that monetary and fiscal 
policies were being woven into the industrial policy. 
There were, no doubt, seasonal difficulties caused 
by the expansion and contraction of bank ci edits 
during the busy and slack seasons which is a 
peculiar phenomenon in the agricultural country 
of the size like India and the liquidity position 
was rapidly changing and Government have had 
to be vigilant to come forward to make changes 
from time to time to suit the monetary require¬ 
ments of the various sectors of the economy. On 
the whole, the economic boom created by the 
expansion of activity as a result of the pressure 
on funds both in the monetary and non-monetary 
sectors had been visible and it had to be 
regulated by various instruments available before 
the Reserve Bank and the Government. And all 
these instruments had to be integrated and 
supported by fiscal policies. The Government had 
also to assist the Reserve Bank in the regulation 
of credit by enforcing anti-inflationary policy and 
this called for frequent adjustments in the fiscal 
side in indirect taxes like import and excise duties. 
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Money supply, supply 0 f funds t« u 
sectors, direction of savings into nm 1 f- 16 . needy 

ment channels, checking the tende U ° tlVe ? Vest ' 

agricultural commodities andindustriaTrU-raate°riIk 

tke raw cotton, were the main aims and omJ 
lives on the monetary side. The fiscal policy 
integrated with the monetary policy to ‘ .JJ” 
unhealthy maiket forces. And over and above these 
changes adjustments of rates and articles to be 

subjected to duties and adjustments in the 
prevailing rates of interest became unavoidable to 
keep pace with the supply and demand conditions. 

The overall effects of the economic policy have 
resulted m expansion of activity in all sectors. The 
national income in India in real terms was estimated 
to have recorded a rise of 7.5% during 1964-= 65 as 
against 4.5% in 1963-64. Similarly, the per 
capita income in real terms has increased by 4.9% 
during 1964 -’ 65 , the overall annual increase during 
first four years of the Third Plan being 1.8%. The 
industrial base of the country has also been widened 
during the last two years of the Third Plan and the 
rate of growth of economy in 1964~’65 was estimated 
to be 8% as against 4.5% in i963-’64. 

There was also a remarkable progress in the 
resources mobilisation for meeting the Third Plan 
requirements and the ratio of taxation to national 
income increased from 9.6% at the end of 
I96o-’6i to 14% in March, 1965. The rate of 
savings also has reached the level of 11 % as in 
March. 1965. The amount of capital raised by 
the companies has also registered an increase. 
Private imports of capital equipment have also 
increased. Gross profit and gross sales have also 
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been going up and many foreign collaboration 
agreements have been entered into. 1 hus, there 
has been an overall increase in production, imports, 
exports, gross profits of the companies, gross sales 
of the companies and an increase in the results of 
development in the infra-structure of the economy, 
the rate of growth in industry, the rate of increase 
in national income and in the ratio of taxation to 
national income. The above analysis will show 
that broadly the economic health of the country 
has been sound in the sense that in terms of social 
and welfare overheads there has been much progress. 
There may be some defects arising from lack of 
institutional support, lack of cohesion in the 
administrative set—up and lack of overall imple¬ 
mentation of the Plan both in the Centre and the 
State sectors, and lastly, the existence of social 
and economic habitat outside the orbit of the 
planning organisation. The sense of planning that 
is commonly understood in Russia cannot be trans¬ 
planted in the Indian soil. Government cannot 
also overtly direct the Private Sector units to 
invest their surpluses into further production of 
‘desirable’ industries. Fortunately, we have a 
democratic Constitution and a system of free 
enterprise. Though our policy envisages regula¬ 
tion of industrial growth, it cannot result in unres¬ 
tricted growth in the normal sense of the term as 
it applies to the United Kingdom, the U.S.A. or 
the West Germany. Government can only create 
the climate and it is for the Private Sector to take 
advantage of it. 

On the whole, the economic administration of 
the country during the last 17 years enjoyed a 
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period of stability and was mar u L 
social and economic ob^eLTof d‘° S " bServe the 
tools and institutions iuT N 1taT7?- TlK 
leagues used for the economic tm r hlS Co1 ' 
the country were multi-sided and aimedaTenla ° f 

xsot" in 

existing ones ,o play their proper UTtte'cco™ 
my. For the new entrants a lot of snide f 
been done by Government initiative to clear X way 
and slowly and nnperceptively a new class of people 
ha been commg up on the surface or theTodv 
politic fhe planning effort of the Governmem 
no doubt resulted in lopsided development of he 
economy in some segments; and two main trends 
o economic concentration of power have come to 
stay even though the policies aimed at socialistic 
objectives. This was because the means of produc¬ 
tion had come to be owned historically by a group 
of firms who benefitted from the licensing system 
of the Government- and who had the ability and 
experience in those fields. Simultaneously, a new 
clps of people was also emerging with new product- 
wise concentration because these products have 
come to be produced for the first time in the coun¬ 
ty - These situations required a continuous watch 
to serve the social good of the community and 
impelled the Government to adopt regulatory 
measures in the large interests of the country and 
m accordance with their professions of socialist 
objectives. 

But from the overall point of view Government 
bi ought to bear an integrated approach towards the 
piogramme of industrialisation by noticing the 
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inextricable connection between transport— 

railways, roacl transport and shipping—and indus¬ 
trialisation and to the problem of supplying the 
people with goods and services which they badly 
needed. Sometimes physical controls would be 
necessary for economic planningsometimes 
Government have to take into account factors in 
the fiscal policy, monetary policy, investment 
policy and also policies in regard to other matters 
of an administrative character which have a bearing 
on all these. Government had also to take an 
overall view and a coordinated action in several 
key sectors which had inter-connection amongst 
themselves such as coal development, iron and steel 
development, port and railways, expansion 
schemes and developing ancillary industries which 
used basic raw-materials like steel etc. Government 
also had to evolve a coordinated power programme 
which was an implicit condition for the achievment 
of the industrial target. While making such pro¬ 
gramme, allowance had to be made for pattern of 
power development to provide for regional grids 
etc. 

In some cases advance planning had to be done 
in regard to power and transport facilities which 
involved long periods of construction. The importa¬ 
nce of investment in human resources was also 
not neglected as it was felt that technical eduac- 
tion and scientific sesearch for agricultural, 
industrial and other developments would 
languish if plans are not formulated in terms of 
requirements of the economy in various sectors. The 
Planning Commission appointed in September, 
1955, an Engineering Personnel Gommitee to assess 
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the requirements of engineers n i 
a result a number of engine ^ . artlSans and a s 
setup. The Coordination Co^ lnstituti °ns was 
Education Ministry had also ° m !™ ttee under the 
ments of the various Ministries n the require - 

of the State Governments a 1 1 th ° rec iuireinents 
aad made some recommendatiom'forf ^-^ 

new institutions and provision nf P ™ ng U P 

m scientific and technical education” 0 ''' “““ 
An overal view for foreign exchan a, 
ments and servicing of foreign^ hadl 
10] the requirements of the varinnc 7 
the economy including 

Zp wasXem eie C ° mingUP ' ‘ ta « e 

f P " as also emerging m regard to raw-materials 
components and spares needed by the exi Lw 
industries. With the expansion of domestic capaci> 
for machine building and in the context of reduced 
oi eign aid more and more of the equipment needed 
by the new industries would have to come from 
domestic resources; and while this process might 
involve some delay it was essential that the domes¬ 
tic machine building and other capital goods 
industries should be assured of timely and adequate 
supplies of the raw-materials and components needed 
y them. In general, our dependence on foreign 
ai . both for development and for covering the 
maintenance gap has increased and this has come 
us a limiting factor in the pace of industrialsation. 

; ^ ost Priorty proejcts are now of a kind which 
involve a specialised know-how as well as heavy 
°reign exchange expenditure and it takes time to 
uirange them. The relatively slow progress of steel 
castings and forgings, machine tools in the Private 
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Sector' ball-bearings and special steels is largely 
explained by the delays and difficulties in a Hanging 
foreign collaboration. Free foreign exchange has 
become available to a very limited extent and is 
mostly used for high-priority piojects. In this 
context there were increasing difficulties in the 
starting up of new enterprises both in the Piivate 
and Public Sectors unless the necessary foreign ex¬ 
change was available out of aid, supplieis ciedit, 
equity participation or under Rupee aiiangement. 
This by itself acted as a serious retarding factor. 
Even when aid became available, allocation to 
Private Sector projects was often made in the form 
of foreign exchange loans from I.F.C., I.C.I.C. or 
foreign agencies like C.D.F.C. and this involved 
protracted negotiations with these bodies. In res¬ 
pect of suppliers’ credits, agreements have to be 
entered into between Indian importers and foreign 
suppliers. Since most foreign exchange allocations 
for capital goods are tied to particular sources of 
supply, our entrepreneurs are often forced to obtain 
their equipment from an unfamiliar source and this 
meant some additional exploration. In short, 
the difficulties arising from the shortage of foreign 
exchange have acted as a time-consuming factor 
in the development of industries. 

The Industries (Development and Regulation) 
Act, 1954, which controls the Private Sector has 
been, by and large, administered liberally but m 
the process of encouraging new units to come into 
production, there was implicitly an attempt to 
prevent the already existing licensed units. from 
expanding output in excess of licensed capacity 01 
utilise it for manufacture of new products. Some- 
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times speedy action was nm- ♦ , 

who failed to take effective st^™. those 

icenses. Other policy decisions 1^ *? Ut ^ se ^eir 

on inter-company investments abs^ the r rCStrictions 

double taxation, unreal^ CC ° f rehef 

cribed for new units in so ex . port ^ligations pres- 
tended to impede investment" ^Ti 5'" als ° 
The recommendations of the- ■ mdustnes - 
Commissions set up under the r< Va . nous Flna nce 
end of each five-year crin ?**«**<>* at the 

wciTas t a r a cir both 

such financial review‘aVvartnVX^o? ,t 

—L C r r" d r the influence of such review. 

e whoIe = there was financial and economic 
stability arising out of political stability in the 

country. The import and export policies of Govern¬ 
ment had also been laid down in advance for the 
information of the business community and they 
imparted a measure of stability to the economy of 
die country and provided the guide-lines for 
industrialisation, foreign investment and technical 
know-how. Government also approached the 
problem of planning with an integrated frame of 
thinking with a view to bear upon a close coordi¬ 
nation of development in major sectors of the 
economy like transport, mineral development, ports 
and power, and also in the States. The Private 
sector which enjoyed initiative in certain basic 
industries were allowed to expand but there was a 
constant regulation by Government not only on the 
Production but also on price and distribution. The 
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excessive dependence of Private Sector of Govern¬ 
ment for import of raw-materials and capital goods 
and foreign exchange allocations may have reduced 
the potentialities of its growth to a considerable 
extent. The taxation policy of the Government may 
have also limited the availability of the investment 
funds for the Private Sector who became excessively 
dependent upon Government institutions for equity 
financing. The overall effect of all these policies 
was that while on the one hand Government Public 
Sector undertakings, completely devoid of associa¬ 
tions with any Private Sector firm arose out of 
Government funds, the Private Sector industries 
were having difficulties in their growth and expan¬ 
sion due to excessive dependence on Government. 
And on the whole, there was a straining and 
curtailment of the total resources available for the 
development of the country. The adverse effects of 
these kinds of stunted growth in the economy were 
felt whenever agricultural shortages took place and 
exports also did not go up to the desired level. Thus, 
the growth of the national income was greatly 
retarded, affecting the overall savings and investible 
resources; and foreign aid and foreign capital not 
only became necessary for the maintenance of 
import and inflow of technical know-how, but also 
they have come to stay as a permanent feature for 
some years to come. Thus, the implementation of 
policies required a flexible and day-to-day adjust¬ 
ment between Government and the various sections 
of the people and economy. 

The States have also emerged as owners of Public 
Sector undertakings in their own field. The slow 
rate of increase in agricultural production due to 
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way and means positing ** 

level of the country has shot „ , e ,. the price 
levels. I„ » economy where 11 ° ^Wna.e 
increasing and production P f pula . tl0a has been 
industrial products has not been Jf! cultural and 
satisfactory level, the take-off stagjfefe ? n T '° * 
development is bound to suffer a 8 set h!r dl f nal 
be definitely postponed. back and wil1 

Such occasions serve a<; a timj 

continuous review of the basic i-r J W . arn,ng for a 
trial policies of the rv «onomic and indus- 

Ct.,t„ r Government of India and the 

State Governments. A number of remedies have 
to be suggested, such as the slowing down of the 

pace of the Plan, the re-arranging 8 of priorife 

certain remedial measures to remove all feats and 
suspicion in the minds of Indian population and 
foieign investors and the constant revision in the 
present taxation and fiscal policies of the Govern¬ 
ment without abandoning the socialistic objectives 
Government’s measures calculated to dissipate 
economic concentration of power and also to reduce 
inequalities of income and wealth by measures like 
the amendments to the Indian Companies Act and 
fiscal policies and such others have also to be 
^viewed in the light of the long-term objectives to 
be achieved in a democratic way and not by any 
narrow consideration. 

While many criticisms may have some value and 
ma 7 Provide an occasion for a review it should be 
c ear that we should not foresake the essential 
objectives on which the Constitution of the Govern- 
rctent has been embodied and several other 
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“forward” steps taken by Government in this 

direction. 

The Democratic values at the Government and 
Party level will have to be adhered to at any cost; 
means here democracy should be construed as a 
means to an end and not as an end in itself. The 
people of India should not be treated as mere 
mechanical units but regarded as dignified human 
beings. The traditions of culture and social value 
will have to be enhanced and peace and stability 

in the country assured. This is possible only by 

maintaining a healthy party system within the 
framework of the Constitution and the Opposition 
parties functioning within the framework of the 
Constitution to serve the basic objectives of a demo¬ 
cratic Government. 

The methods of working of Government may 
differ but the strategy and plan of the overall 
objectives of the planning effort should be clear 
to everybody including the rulers and the governed. 
If a good Government comes to be identified as an 
instrument for welfare and a progressive Government, 
by and large, there will be stability in the country 
and measures taken towards that end should be 
taken as good measures. The economic objectives 
may be only an instrument for the survival of 
political democracy but even here there are very 
many limitations towards achieving the final objec¬ 
tives such as availability of resources both in men and 
material, the large arrears of work to be done and 
the long interval of time that will be required in 
doing away the evils of the past. At any rate, 
the potentiality of human individual has not been 
tapped to a very large extent simply because the 
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time has been short and the nivn ^r 

has not been widened. The count™ , opportunities 

jected to foreign do^^^ ^ 

centuncs and the work of re-building I fc 
be a very long and continuous process and canno° 
be done in a short span of time. Similarly the 
absorption capacity of the people has to be improved 
by a number of educative and infra-structure im¬ 
provements. For instance, the mental horizon of 
the cinzens ha, to be enlarged by educational 
values and training. The land resources of 
the country have to be harnessed not only with a 
view to adopt modern equipment and scientific 
improvements in agriculture but also to implement 
these practices in “new areas”. The industrial 
needs of the country have been broad-based, but 
their absorption capacity has to be enriched by 
adoption of research and exploitation of new 
methods on a commercial scale. The failure of the 
Third Plan, particularly in the agricultural sector, 
reminds us that our efforts have to be renewed 
in a special way to meet the food requirements of the 
rising population. Even in the industrial sector there 
remains much un-utilised capacity in most of the 
engineering industries and traditional industries. 
Thus, we have to avoid an atmosphere of mutual 
recrimination between the various sections of the 
community and also increase the scope of coope¬ 
ration in new fields. Once the psychological crisis 
of confidence comes to stay in the minds of many 
sections of the people, many new problems may 
arise, and even the old and settled problems like the 
concept of mixed economy, will be questioned and 
the foundations of industrial • growth shaken. 
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What the country needs is overall production 
and both the Public and Private Sectors must 
function as one unit for the national good. There 
should be an increasing appreciation of the diffi¬ 
culties facing the country on both sides and the 
emphasis should be made more on production than 
on regulation. A definite schedule of priorities 
long-term, mid-term and short-term, should be 
prepared for implementation in all sectors of the 
economy. It is time for the Private Sector to 
realise that the capital market of the country has 
to undergo changes on account of the 
increase in the bank rate and the dear-money 
policy arising out of the concept of planning in the 
country, and many old issues have to ‘adjust’ 
themselves and get absorbed in the new set of 
things. Government have created a number of 
institutions for equity finance and some of the 
industries are already drawing assistance from 
such institutions. The growing needs of the 
Government for funds for the Plan effort make a 
chance of reduced taxation less in the future and 
the business community which benefits largely from 
such planning efforts has to reconcile itself with 
this position. 

It is time that business community in India 
makes an introspection and adapts itself to the 
new requirements of the country. The businessmen 
ave been patriotic enough in the past and have 
financed that National Party for the freedom 
movement. Now they know the need of the hour 
is unity and production. If there is disunity in any 
section of the community it will only subvert the 
financial, economic stability of the country. On 
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‘ P °? ket The Indian industrialists have also 
o take advantage of research and exploitation of 
such research methods on commercial scale for the 
advantage of the community. In India, there has 
been no consultancy organisation between Govern¬ 
ment and the private industrialists on a regular 
basis as the Weekly Thursday meeting between the 
Great Five and the Chancellor of the Exchequer in 

U-K. A number of voluntary institutions of the type 

which London has developed, like the London 
• tock Exchange or the Union Issues or Merchant 
Bankers in the City of London, is yet to come in 
the country. A voluntary institution which includes 
ln its membership only firms who can produce 
quality goods and accept regulations for the social 
good of their own is yet to come. The labour also 
has not received a proper deal from the business¬ 
men both in the shape of rewards for their labour 
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as well as in management. In other countries, 
consistent with high standards of integrity and 
tradition of honourable service to the business 
community, many voluntary bodies have come to 
stay and they exercise a degree and range of control 
over the private sector which is hardly known in 
this country, but which if fully known would provide 
a meeting ground for determining many phases of 
public policy. If we could leave everything to 
Government’s initiative for regulation without 
businessmen themselves organising or reforming, 
the process of administration will be long and 
strenuous. Therefore, the compulsion of our accepted 
social objectives and economic policies renders the 
administration difficult and time-consuming affair. 
Therefore, the Private Sector has to adapt itself to 
the changing needs of the country and it must not 
waste its time in fighting a lost battle with the 
Government when opportunities for investment and 
expansion are so many in a planned economy such 
as that we are having at present. The Indian 
businessman has, therefore, a two-fold task at present, 
namely, that he has to produce standard goods at 
reasonable price and also serve the social good of 
the community. Time lost cannot be gained and in 
this common endeavour every one will have to 
hurry up. 


EPILOGUE 

in Nchr "' Slife -^ 

of Nehru's policy ;f c C 0 h |™ e „ce t0 “I 3 ' ,h ° 100,5 

prosperity for every nation. This was IT™ 
voked Chinese aggression against IndL h OcTober' 
1962, and this was unilaterally withdrawn by the 

ge "he'lndo CM?*"’ ’^p 2 ' India attcm P ted ,0 
to *e “ n ^f “gt; 5? by ^ 

i iii ^ cl & 10U P 01 live countries 

headed by Ceylon, called the Colombo Powers’ 
and a solution was suggested by them which waJ 
accepted by India without reservations while the 
Chinese made some stipulations. Further talks bet¬ 
ween India and China were to be held after an 
initial agreement on the major suggestions made 
by the Colombo Powers. In view of the Chinese 
attitude, further talks between India and China 
could not be held. At this time of Chinese attack 
there had been vociferous opposition in this country 
to the ideal of non-alignment. International obser¬ 
vers watched whether India under Nehru would 
deviate from this ideal and take up to some kind 
of alignment with more powerful allies for the sake 
of protecting the territorial integrity of India. 
Many smaller nations which looked up to India 
for counsel in their international problems also 
watched with interest whether there would be a 
shift in the Indian non-alignment policy. 

There were, no doubt, many arguments for 
making such a general shift. India was not well- 
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equipped with weapons and trained in modern 
arts of warfare. Her borders stretched over a 
distance of 1500 miles from the Hindukush down 
to the NEFA and no physical protection over such 
a vast area was possible. In the case of Pakistan, 
she was already a member of the SEATO and the 
NATO and her defences were, by agreement with 
the participating counti'ies, looked after by her 
“allies” 

Even in such a period of trial, India under 
Nehru maintained a strict non-alignment but she 
sent military missions to the United States and to 
the USSR and East European countries for secur¬ 
ing arms aid. Although the Chinese had withdrawn 
unilaterally from the Indian territory, the future 
will still uncertain. Nehru was keen to contain the 
Chinese war within the frontiers and he strove to 
keep it within limits and not spread outside the 
Indian fontiers. While he sought for aid from 
friendly counti'ies, he believed that the Indian defe¬ 
nces could be better protected by making prepara¬ 
tions in a more systematic way by strengthening 
the industrial base of India for defence purposes. 
He believed that while friendly help was essential, 
he should not attempt to create groups in world 
politics by aligning with one set of countries 
against another. Remarkably enough the world 
has carried on for well-nigh 20 years without a 
major world war and any move at this time of 
history in favour of a change for an alignment 
with some powerful countries would only jeopardise 
the ideals of world peace and world unity. The 
urge for India developing her industrial base 
became more urgent and insistent as the Chinese 
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constituted a potential threat in r * 
methods of fighting the enemy in the coU^f ^ 
and the opening of transport facilities at very Teh 
altitudes in the Himalayas by construction of roads 
had to be done only with the assistance of the 
advanced friendly countries. The long-term prob- 
lem was that the potential threat remained and 
this could be solved only by building more factories 
in India foi producing equipments for modern 
warfare. For this purpose India would need 

trained personnel from all sources includine the 
U.S.A., U.K., U.S.S.R., Canada and Australia 
The pioblem was not one of equipping, but how 
soon we would equip ourselves and build these 
new factories and train our own personnel. Thus, 
the policy of non-alignment which India under 
Nehru had pursued so vigorously in the past, was 
further re-affirmed when the Chinese threat took 
place. Non-alignment did not mean non-participa¬ 
tion in world affairs. It was a kind of dynamic 
neutrality, serving the cause of world peace and 
interfering in international affairs where justice and 
objectivity ought to prevail. It was something of 
a kind of assertion of moral force over the physical 
strength of one country or any group of countries. 
It meant friendship with all and co-existence with 
every system of ideology or form of Government. 
It had been given to Prime Minister Nehru not 
only to preach this ideal for others but also live 
by this ideal when the country was subjected to 
the Chinese aggression, even though he and his 
country have had to face insult and humiliation 
at the hands of a very powerful neighbour like 
China who tried to be friendly with India in the past. 
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Nehru’s regime no doubt saw the failure of the 
policy in India’s relationship with the Chinese but 
the future events carried a message of hope for the 
Indian people. One year after Nehru’s death India 
was subjected to another aggression—from Pakistan 
during the regime of Shri Lai Bahadur Shastri. 
The people of India from all parts of the country 
rose to one nation and warded ofF the attack. Again, 
during the darkest time of the food crisis, in the 
later half of 1965 and 1966, India received many 
offers of help from all countries of the world. 
This symbolised the victory of this crusading spirit 
of peace and world cooperation. The fruits of 
Nehru’s toil came to be reaped in the years 
to come. 


II 


le eia of Nehru was singularly blessed with a 
1 umbei of men of towering stature, equally impor¬ 
tant as Nehru was. They had risen from the ranks, 
struggled with the common man for the liberation 
ot the country and worked with Gandhiji in good 
team spirit. They were essentially men of character 
and sometimes their extraordinary love for the 
country and for the people of India forced them 
to make huge sacrifices for the sake of the national 
interest. Nehru could not have come to this level 
of leadership without some of these leaders like 
Rajan Babu, G.R. and Subhash and later, Jai 
Prakash, voluntarily sacrificing their career in the 
country. Gandhiji played a great part in the 
moulding of the policies of the Congress Party and 
remained outside the Governmental machinery 
even after Independence. He was not even a four 
anna member of the Congress 

After Nehru resumed leadership of the Govern¬ 
ment after 1950, he was helped by a team of 
Ministers and officials to whom credit should be 
given for the re-building task. The integration of 
the Indian States and the organisation of the services 
were brought about solely due to the leader¬ 
ship of Mr. Patel, and his able lieutenant, V. P. 
Menon. The Foreign Services and the organisation 
of the various Ambassadorial tics with foieign 
countries were done by officers like Girija Shankai 
Bajpai and N. Raghava Pillai and K.P.S. Menon. 
The image of India and Nehru’s policies were 
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projected outside India consistently by leaders like 
N. Gopalaswamy Ayyengar, Shri V. K. Krishna 
Menon, Dr. S. Raclhakrishnan, Srimati Vijailakshmi 
Pandit and Dr. Rajendra Prasad. 

In the economic sphere, Dr. C. D. Deshrnukh 
was responsible for the nationlisation of the Life 
Insurance Companies, while during Dr. John 
Mathai’s stewardship of Finance Ministry, the 
State Bank was taken over by Government. 

On the food side, the control measures were 
lifted by Shri Rah Ahmed Kidwai and there was 
a sense of relief everywhere after the cle-control 
measures. Shri S. K. Patil was largely responsible 
for the American aid on a massive scale on the food 
front. 

The work of the Planning Commission in the 
first io years fell largely upon a group of planners 
headed by Sir V.T. Krishnamachari. I~Ie continued 
to be the Deputy Chairman of the Planning Com¬ 
mission for about io years and the successes of the 
Fii'st Five V ear Plan, especially in the agricultural 
sector of the economy, were due to indefatigable 
industry and the able assistance he got from a 
number of officials like Shri K.C. Neogi, Shri G.L. 
Nanda, Sardar Tarlok Singh of the Indian Civil 
Service and Dr. J. J. Anjaria. The technique of 
planning has now been developed into a cult and 
this is largely due to the personal interest taken by 
Prime Minister Nehru. 

In the State field, two important Chief Ministers 
come to tne forefront whenever questions of com¬ 
munal harmony or economic planning were taken up. 
They were Shri B.C. Roy of West Bengal and Shri 
Govind Ballabh Pant ofU.P. Later, Shri Morarji 
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In the economic field, both in the industry and 
finance, the policies of Nehru came to be handled 
by ohri T.T. Knshnamachari after 1954. Durinv 
his regime, the Industrial Policy Resolution of 1956 
was given a shape. He was also the first Finance 
Minister in India who gave a turn to the taxation 
system of the Government with a view to achieve 
an egalitarian society based on socialistic principles. 
The emergence of India as a country in tempo of 
industrial development happened during his regime 
as Industry and Finance Minister when he embarked 
on bold programmes of steel, heavy engineering, oil 
and petrochemical complexes. It was during his 
period that India was able to project its industrial 
and trade picture in the councils of the world 
especially in organisations like the GATT and 
the International Monetary Fund and the 
World Bank and a number of other Western 
and East European countries including Japan. 
During this period, the country witnessed 
the rising tempo of industrial collaboration and 
foreign equity participation. India began to get 
help from Western countries not only in the shape 
of capital goods but also in the sharing of technical 
know-how in which Indians were trained subsequent¬ 
ly and are now in a position to take more respon¬ 
sibility for designing industrial establishments. 
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Special incentives in the shape of fiscal reliefs were 
given to the foreign industrialists and techni¬ 
cians who came to India very frequently. The 
country was thus prepared in his stewardship of the 
Finance Ministry to receive more foreign business 
and industrial delegations. Even when the country 
was subjected to external aggression in 1962 by 
China, he was specially sent by Prime Minister 
Nehru to make arrangements for Western colla¬ 
boration with our defences if such a contingency 
arose. gf 

Later, when he filled up the office of the Finance 
Minister in 1962, he introduced a number of fiscal 
and monetary reforms and refinements in the exist¬ 
ing systems which were found necessary to promote 
a sound investment policy and implement the plan 
both on the resources side and also to arrest the 
inflationary pressures created by the Plan. Fie was 
thus responsible for forging an integrated monetary 
andfiscal policy and weaving it into the general pat¬ 
tern of the industrial policy of the countrya nd also in 
larger plan framework. These changes called for 
frequent adjustments in a number of fields like the 
taxation system, customs and excise tariff, control 
over distribution and price of commodities, and 
lastly, restriction of essential imports which consti¬ 
tuted a drain on the already scarce foreign exchange, 
and also rationing on a strict basis of foreign aid 
amongst the competing claimants. The economic 
system was thus made flexible to accommodate the 
adjustments that had to be made in the various 
segments and planning in general as well as in 
particular fields of development like power and 
selective industrial development gained an impetus. 
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He brought upon the plan program™, • 
approach into all sectors of the e “^grated 

to accelerate the pace 

sectors which constitute the hard cor of IT" 
Some of the short-term measures whirl, i P an ' 
ed to discipline the excess ^ ^ZS*** 
also such measures as voluntary disclosure ^ < “' d 
cealed income, created a lot of heat and rn ° C ° n ~ 
By and large, judged from the 
the inhibitions that the economy was suffering 
already, these measures could be regarded J 
salutary. During this regime also the emphasis on 
development of selected industries in preference to 
general industrial development and the enlargement 
of the Public ^etor projects came to dominate 
the thinking of planners and administrators in 
general. 


Lastly, in this task, he was helped by a well- 
knit team of officers like Mr. H.M. Patel, Mr. P.C. 
Bhattacharya, Mr. A.K. Roy, Mr. H.V.R. Iengar, 
Mr. Bhoothalingam, Mr. Ranganathan, Mr. B. K. 
Nehru, Mr. L.K. Jha, Mr. K.B. Lall, Mr. P. 
Govindan Nair, Mr. S. Jagannathan, and a number 
of other Civil Service officers. 

The comments of the leading dailies in India 
about his achievements at that time are given 
below:— 


The Statesman dated 2.2.1955. 

“He had been a successful head of a Ministry 
that earlier had not always had firm guidance. To bis 
appointment he brought practical business experience, 
which inter alia prompted him to improve the system 
of import licensing, long a source of vexation to 
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businessmen. No doctrinaire, he assuaged some of 
the concern caused by the Industries (Development) 
Act, and in general administered his charge with 
due regard both for overall State superintendence 
and the requirements of the private sector. During 
his term of office industrial production has risen 
notably, the crisis in the tea industry was overcome, 
modernization of equipment went ahead, import 
policy was liberalised and steps were taken to 
expand exports.” 

Hindustan Times dated 2.2.1955. 

“Can the nation afford to let go his ideas ? 
Individuals, indeed, are expendable. In this vast 
country, even men of the calibre of Mr. Krishnam- 
achari may be quite a few. The nation cannot 
afford to let go his broad imagination, much practi¬ 
cal wisdom and great administrative drive. Less is 
known publicly perhaps of his fine achievement in 
building up an excellent corps of senior officers for 
his Ministry ; he has made top-grade economic civil 
servants out of the common or garden variety. 
Above all, by his effort and example, he has given 
a big push forward to the industrialisation programme 
of the Second Five Year Plan.” 

The Times of India dated 14.2.1955 

“After cataloguing his achievements, it states.” 
But more important than these has been Mr. 
Krishnamachari’s dynamic approach to the problem 
of industrialisation. Industry and trade found in 
him a friend and counsellor and a stern task-master 
at the same time. Likewise, he earned the respect 
of the foreign investor despite his strong attitude 
regarding Indianisation. 


( n 7 ) 


“He gave in the bailie r 

honourable place to the nrivn, ° r Socialisati on an 

a good deal of moderation over'? d eXcrcised 
of the Industries (Develonm™ < I n ac min,str ation 
He spelt out the idea of an . d Re g«lation) Act. 

and public sectors in the counnyTcco PriVate 
was responsible for thr> * y . S econom Y and 

the issue of Stale' £?%?£«*** » 
Elaborating this idea he evniv 1 ^ an sector * 
coherent and consistent pa^LTf th^mS 
and administration which did not curb one prod"? 
ctiye economic activity in order to promote another 
but would aim at the optimum level of economic 
development through the full play of expansionist 
impulse m all the sectors.” 


Ouiing the past years of our working in close 
companionship in matters of great consequence to 
our country, we have sometimes differed, we have 
argued with each other and on a few occasions we 
have even had rather sharp differences. There is 
nothing surprising abont it because we were dealing 
with vital matters on which varying opinions are 
possible. But in the larger context, all this was of 
little consequence becouse we agreed on the major 
policies to be adopted, and had respect and, may 
I say, affection for each other. I admired your 
devotion to work, your broad vision and 
keenness of intellect. Ever since you became 
Minister of Finance, you brought a new and vigorous 
outlook to your great task and took us out of certain 
grooves in which we were functioning. In a period 
of increasing difficulty, you did a signal seivice to 
our Second Five Year Plan and to our country 
for whose progress this Plan is meant. 
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an deeply grateful to you for this and I am sure 
my gratitude is shared by vast numbers of 
people.” 

(Letter from the late Prime Minister Shri Nehru 
to Shri T.T. Krishnamachari, dt. New Dehli the 
12th February, 1958). 
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